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About the Company 


Our employees make the difference 
when it comes to guest service. 


On the cover, pictured left to right: Naomi Klair Parker, Marshall Field's 
Water Tower Place; Eric Ofori- Atta, Dayton’s Southdale; Becky Barbeau, Target Woodbury; 


Rima Ayoub, Hudson's Fairlane; Ron Martinez, Mervyn's Rosedale 


Dayton Hudson Corporation, America’s fourth largest general merchandise 
retailer, is committed to being a premier growth company and corporate citizen. Each 
of our operating companies strives to be a major force in its geographic markets, retail 


category and customer segment. 


Target, which accounts for 67 percent of our revenues, is an upscale discount chain of 


670 stores in 33 states, providing quality merchandise at low prices in guest-friendly stores. 


Mervyn's, which contributes 19 percent of our revenues, is a middle-market promotional 
department store emphasizing name-brand and private-label casual apparel and home soft 
goods through 295 stores in 16 states. 


Department Store Division, which provides 14 percent of our revenues, offers trend 
leadership, quality merchandise and superior service through 64 Dayton’s, Hudson's and 


Marshall Field’s stores in nine states. 


(se This annual report is printed on 20 percent post- 
consumer fiber paper, made from recycled cardboard 
boxes from our stores. In 1995, Dayton Hudson recycled 
more than 300 million pounds of cardboard and office 


paper, enough to save more than 2.5 million trees. 


Financial Highlights 


For the Year 


Revenues 
Net carnings 
Fully diluted earnings per share 


Cash dividends declared per share 


At Year-end 


Common shares outstanding 
Retail square feet 


Number of stores 


$23,516 


$301 


$16,015 
esi =) few 
$17,927 


Total revenues 
increased 10 percent 
to a record 
$23.5 billion in fiscal 
1995, compared 
with $21.3 billion 
in 1994, 


(Millions of Dollars. Except Per Share Data) 


1995 1994 Change 
$23,516 $21 371 10% 
S 311 S 434 (28%) 
3. Sao € §.52 (30%) 
S 1.76 $ 1.68 5% 
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109,091,000 101,163,000 
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Dayton Hudson éontinued to invest aggressively in 
the long-term growth of its businesses, enhancing the strength of 


the company by wisely adding new stores, remodeling existing 


stores, improving distribution and upgrading technology. 
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To Our Shareholders: 
In the two years since | became CEO, 
we have made progress toward creating 


a strong, agile company that is strategi- 
cally positioned to capitalize on the 
challenges of the constantly changing 
retail landscape. Now, we must inten- 
sify our efforts to ensure that Dayton 
Hudson is the premier retailer known 
for superior guest service, quality 
trend-right merchandise and profitable 
growth. We know that our success in 
creating value for our shareholders is 
largely tied to our ability to deliver on 
these commitments. 

Entering fiscal 1996, I have one 
priority: to improve the financial 
performance of this company. We've 
already put in place important initia- 
tives in each of our divisions that will 
allow us to enhance guest satisfaction, 
drive incremental sales, reduce costs 
and operate more efficiently. This will 
enable us to achieve significantly 
improved results and fulfill the 
company’s purpose of enhancing 


shareholder value. 


Target 

Target remains a leader in the discount 
retail segment — delivering consistent, 
strong comparable-store sales growth, 
while simultaneously expanding its 
presence with new stores in both 
existing and new markets. We have 
successfully differentiated Target from 
other discounters on trend, merchan- 
dise quality and guest service, while 
matching the competition on price. 

Moving forward, our strategies are 
clear. We will continue to build on 
Target's strong position and even 
increase its market share by pursuing 
strategic growth opportunities and 
reducing our costs. 

To grow, we're moving into new 
states in the Mid-Atlantic and 
Northeast. In 1996, we will open 28 
new Target stores in New York, 
Maryland, Virginia and Washington, 
D.C., giving us access to many new 
potential guests. In addition, we 
successfully introduced the Target 
Guest Credit Card last year. The Guest 
Card, which has been well-received by 
our guests, is also helping us further 
increase our sales. 

In 1995, we unveiled our first two 
SuperTargets, combining convenient 
one-stop shopping for groceries and 
the great general merchandising 
aspects of a Target Greatland. We plan 
to add six more SuperTargets in 1996 
to further assess this strategy. 

In the coming years, one of our top 
priorities is to reduce our operating 
expenses — with $50 million in 
savings expected to be realized by the 
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end of 1996. While our differentiated 
strategy has made us successful to date, 
we recognize that to remain competi- 
tive in the future, we must be relent- 
less in our efforts to drive down costs, 

As we pursue our growth initiatives 
and focus on reducing costs, we 
expect to realize continued solid sales 
growth and significantly improve 
Target’s profitability. 

Mervyn's 

In 1995, we announced major changes 
designed to improve Mervyn's perfor- 
mance. Effective implementation of 
these changes will enable us to enhance 
guest satisfaction and meet the financial 
and growth objectives we've set. As a 
result of these efforts, we believe that 
Mervyn's is now on track to deliver 
substantially higher profit in 1996. 

We are particularly encouraged by 
our progress in the second half of 1995 
to reposition Mervyn's merchandise 
content and marketing efforts. 
Specifically, we have increased 
promotional activity and are offering 
more merchandise on sale each week. 
We've also placed greater emphasis on 
national brands and broadened our 
merchandise assortments to give guests 
more reasons to shop at Mervyn's. To 
enhance the effectiveness of our 
advertising, we've redirected resources 
and increased our use of print media. 

Last year, we launched a new 
prototype store in Minnesota with a 
California theme to add an element of 
fun and excitement to the Mervyn's 
franchise. The Mervyn's California 
concept has generated significant guest 
interest, and we have rolled out key 


elements of this strategy chainwide. 


Aggressiy © cost-reduction programs 
are a major component of our strategy. 
We are taking the necessary steps to 
reduce expense levels and inercase our 
operating efficiencies, We began imple 
menting a program carly in fisc al 1996 
that will help us realize 8100 million 
of annualized savings, the majority of 
which will be achieved in 1996. 

The benefits of all these actions 
will become more apparent in the 
months and years ahead, As they do, 
we fully expect Mervyn's to contribute 


significantly improved operating profit 


a 
in 1996 toward our long-term 
objective of achieving 7 percent 
operating profit margin over the next 
several years, 
Department Stores 
Our goal is to return the Department 
Stores to superior profitability 
over the next several vears, We are 
committed to achieving this goal by 
pursuing a strategy aimed at returning 
Dayton’s, Hudson's and Marshall 
Ficld’s to their heritage as fine 
department stores and reclaiming 
their position as fashion leaders in 
their respective local markets. 
Initiatives underway include: 
expanding our assortment of “better” 
merchandise, introducing more unique 
items into the stores, reducing the 
number of storewide promotions and 
improving guest service by increasing 
statting levels in key merchandise 
areas. Our gains in the next several 
years will be a direct result of these 
diflerentiating actions, some examples 
of which are covered later in this report. 
Recognizing the need to be vigilant 
on the expense-front, we've also iden- 


tified $20 million in annualized savings 


that we believe will have a positive 
impact on our future results. 

To lead these efforts, we recently 
named Linda Ahlers president of the 
Department Store Division. 1 inda’s 
strong track record and experience in 
merchandising make her well-suited 
for this new position. 

Power of One 

Today, we are more dedicated than 
ever to enhancing value for vou 

our shareholders, And we believe that 
we are well-positioned to do so, 

That's because we are creating a 
leading retail company and a “bound- 
aryless” system for managing it that 
will allow us to grow profitably in the 
years ahead. Dayton Hudson is essen- 
tially one retail company with three 
faces to our guests but with common 
needs in systems, transportation, 
credit and collections, property devel- 
opment and advertising production, 
to name just a lew. 

Whether it’s in the discount 
segment or the middle-market or 
upscale department store, we believe 
our three divisions have more similari- 
ties than differences. These businesses 
complement one another — allowing 
us to appeal to a broader guest popula- 
tion with a wide range of merchandise 
and prices, By drawing upon the 
strengths of cach division, we realize 
further benehts. For example, it 
enables us to marry the cash-needs of 
Target with the cash-generation of the 


Department Stores. Together, our 
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divisions also have powertul operating 
synergies that prov ide us signifi ant 
economies of scale. 

We intend to capitalize on our 
investments by leveraging our 
resources lo compete more eflectivel 
and efficiently in the marketplace, 
Spreading best practices throughout 
the organization, sharing valuahle 


SS 


trend information, working together 
to improy « guest service, and CMpPow 
ering all our employees ta act swilthy, 
creatively and productively will enable 
us to continue to enhance our position 
relative to our competitors, Wo believe 
that this houndarvless approach, hich 
we cal] the “Power of One, is kew lo 
the company’s financial success and 


increased shareholder wealth, 


Sincerels, 


CV Uk 


Bob Ulrich 


Charrman atid 
Clef Excuse Offiyet 
Iarch 2h, 996 


Board of Directors Changes 

During 1949 5, Robert Burnett, retin Charman 
and Chief Executive Officer of Meredith Corp,. 
retired fram the board of directors after 12 years 


of service, We thank Bob Jordin tan, contribu 


honed ferric 


tions, We alse welcomed re the 
Johnson, Chairman und Chief Lyecurice Officer 
of the Federal National VYortyaye tsoiarien 
(Fannie Wae)rn fannary 19%, and Stephen 

Sunger, Chairman and Chief Eaccurwe Officer 
of General Mills, Inc 


im April 1996 


who will jor rhe beard 


In all our stores across 
the country, we share a 
fundamental belief: 
Our guests always come first. 


We call our customers “guests” because we want them to know they are as important as guests in 
our home. Everything we do inside the company, we do to deliver great guest service. For us, it goes 
beyond providing knowledgeable and courteous service on the sales floor to making sure that we have 
the right merchandise at the right time and that our stores are convenient and inviting places to shop. 
We know that if we serve our guests well, our own success will follow. A loyal guest buys more 
merchandise, more frequently, and refers other guests to our stores. We recognize that total guest 
satisfaction is the key to securing this loyalty and to achieving sustainable, long-term profitable growth. 
In short, we aim to provide guests the shopping experience and merchandise we promise. We deliver 
on our promise of great guest service when every team member and every department—from real 
estate to information systems to merchandising —is focused on our guests. On the following pages, 


you will read about some of the areas that we focus on in our mission to satisfy our guests. 
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New technology and training 
programs mean our guests will 
receive prompt, efficient service. 

Target's new Guest Committee 
developed a cross-training 
program to reduce service 
delays in various areas of the 
store. The program provides 
in-depth training about prod- 
ucts in busy areas, such as 
electronics and jewelry, and 
walkie-talkies are used to alert 
team members of backups. 
And a new cashier coaching 
program is speeding up the 
check-out process by enhancing 
cashier proficiency. 


faster is better 


With the same goal of speed 
and service, Mervyn's has insti- 
tuted new technology to help 
guests find items easily and 
check-out swiftly and efficiently. 
Some of these innovations 
include: hands-free checkout 
scanners and registers featuring 
easy, on-screen prompts; guest 
price checkers that instantly read 
and display an item's price; and 
“quik phones” in key store 
locations that give guests instant 
access to a team member. 


attractive, 


inviting stores 


Keeping our stores updated and 

fresh is an important way to ensure 

that Dayton Hudson stores provide a 

pleasurable destination for shopping 
In 1995, Mervyn's California 


debuted six locations in Minneapolis 


te-label 


merchandise that relate to an active 
jutdoor California lifestyle 

California, in the Minne 
has an avenue of services that 


includes a cafe, hair salon, photo 


convenience, the new s 


centralized checkout rollers, helt 
phones and price scanners. The new 
format features private lat I 
national brands, as well as new 


product offerings and department 


as beauty and bath 


bakery, Food Avenue® restaurant 
and parcel pick-up. 

In addition, all Target stores 
feature other special amenities, 
namely, Lullaby Club® and Club 
Wedd*—gift registries for babies 
and weddings that bring new ease 


“ fn / be and convenience to buying the 
“ S ae perfect gift. 
spec ! ai i a m e n iti e S The Department Stores set the 
to appreci ate standard in service amenities. 
Each division offers personalized 
wardrobe consulting, TicketMaster 
outlets, hair salons, package 
pick-up, gift-wrapping and travel 
services. These amenities 
have long established the 
Department Stores’ repu- 
tation for attention to 
detail and superior 
service. 


Target introduced its version of the 
ultimate one-stop shopping store 
with the debut of SuperTarget? a 
quality discount super center that 
combines an upscale grocery 
store with the already successful 
Target Greatiand*” In addition to a 
friendly, sleek design, guests find 
special store services such as our 
hot and cold deli, pharmacy, floral 
shop, bank, one-hour photo lab, 


technology 


keeps shelves well-stocked 


Successful implementation of technology means team members spend less time sorting, tracking and pricing merchandise 
and more time on guest service. Three projects piloted by Target help keep shelves stocked with the right types and amounts 
of merchandise. 

Decision Makers Workbench Instock application is a new computer system at Target that monitors inventory to help 
merchandise planners better identify stores that are running below a minimum stock level. The goal of the system is to 
pinpoint stock issues before the guest finds an empty shelf. The New Store Modeling system allows each new Target store 
to tailor its orders to fit the unique needs of its store demographics. Automated Logistics is a streamlined new system that 
‘ensures store shelves carry an optimal amount of inventory. The system saved millions of dollars in inventory costs in 1995, 
enabling Target to offer great value to guests. 
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“In my association with 
Dayton’s and Marshall Field’s, 
| have always been aware of 
their sincere drive to do the 
right thing in their treatment 


" 


of their patrons. 


il in addition to 
exceptional merch- 


andise selection 
and affordable 
prices, superior guest service keeps 
guests coming back again and 
again. Extensive service training 
programs reinforce our commitment 
to providing outstanding guest 
service on the sales floor. 

At Mervyn's, the “Guest First” 
initiative encourages team members 
to go out of their way to greet and 


cssines team member “en " 


y 


Sipping trip environment tt dies the shonek 


process for its guests. To help guests understand and find the right 


lifiec = lether it’s outfitting your home, your family 
S mp yourself ayton Hudson provides a shopping 


“business casual” merchandise, the Department Stores present 


Workday Casual outfits and mix-and-match presentations 


al a 
team members to 
tra ! n t n g continually look for 
for better 
guest service 


ways to exceed guests’ expecta- 
tions. Team members use a “10 

by 10” practice, where guests are 
acknowledged within 10 seconds or 
within a 10-foot distance from a 
team member. 

The Department Store Division's 
guest service program encourages 
associates to provide knowledge- 
able, helpful service. Techniques, 
such as checking in with guests to 
offer assistance and suggesting 
additional items, are emphasized 
in order to increase the value of 
guests’ shopping experience. 

The goal is to provide such great 
service that guests leave the store 
thinking, “That was worth it.” The 
Department Store Division is demon- 
strating its dedication to guest 
service by increasing the number 

of associates on the sales floor by 
10 percent in 1996. 

At Target, a team of “Everyday 
Heroes” strives each day to demon- 
strate the winning fast, fun and 
friendly attitude for which Target 
is known, Store team leaders 
encourage guest-friendly actions, 
such as keeping shelves and displays 
well-stocked and serving guests 
quickly in every area of the store. 


the right 


Smerchandise 


e 
In 1995, Mervygs added 
sone expanded 
merchandisé offerings in 
response to Bee input. In addi- 


their. product categories to intclude 
small appliances, cookware, bath 
and body,easual luggage and 

* tablétop accessories. 

In response to guest feedback, 
the Department Stores are 
shifting their mix of merchandise 

» toward better goods and more 
unique assortments, reinforcing 

Our fashion leadership and our 
goal to be the “best department 
store in town.” We're placing 
more emphasis on the quality of 
goods at all levels. The strategy 
makes Dayton’s, Hudson's and 


=) Marshall Field's special places 
sto Shop, which is consistent with 


* ‘our heritage. 


tion, Mervyn's stores enhancedgiis 


on ee ee ce, a= 


€a sy-to- n avi gate stores Life in the '90s is more fast paced than ever, time is a hot commodity 


and consumers’ shopping habits reflect this trend. For today’s shoppers, 
convenience Is no longer a luxury —it’s a requirement. We're putting convenience to work in our stores, with store layouts 
that are guest-friendly and easy to shop. 

The new Marshall Field's Northbrook Court store (above) in suburban Chicago features an award-winning layout that 
emphasizes convenience. Departments throughout the three-level store are c learly visible from the centrally located escalator 
and glass elevators. The store’s state-of-the-art design has a minimum of interior walls —allowing customers to see merchan 
dise more easily and helping Field's associates to more readily assist those in need of customer service. Chain Store Age 
magazine named Northbrook Court “1995 Retail Store of the Year” in the department store category. 

The new “dual-store” Dayton’s at Ridgedale Mall in suburban Minneapolis is a store expansion to two separate sites within 
the mall. Layout enhancements include an open floor design, seating throughout the store, large fitting rooms, plenty of mirrors 
and wheelchair accessible amenities 

Target is showcasing its commitment to layout convenience with the new SuperTarget concept. As in all Target stores, the 
new super center is a brightly lit environment with wide, uncluttered aisles, guest service areas at the front of the store, and 
clearly marked and strategically placed signage for merchandise departments 
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orper 


“From the moment | stepped 

into Target, | truly felt like a ‘guest.’ 
| came into direct contact with at 
least eight ‘team members’ on my 
visit and every one of them bent 
over backwards to help me 

get what | needed.” 


Jeffrey Hawkins 


committed to our , 


communities 


We're committed to serving our guests by volunteering our time, in-kind 
services and financial resources in communities where we operate stores. No 
other retailer matches the Dayton Hudson commitment to community service. 

Target headquarters team members gave new meaning to fast-track 
construction in September when they hammered, sawed and painted their way 
to build Habitat for Humanity’s 40,001st home in just 10 days in downtown 
Minneapolis. The effort was part of Target’s “Building a Wonderful Life” program, 
an initiative with Habitat for Humanity International that helps people in need 
acquire decent and affordable housing. Target team members build a Habitat 
for Humanity home in almost every community where we open a new store. 
Since launching “Building a Wonderful Life” in 1993, Target has built more 
than 86 homes—and plans to construct 50 more homes in 1996. 


new stores 


nearb 


unique needs 


Micro-marketing is a key strategy at Target 


that ensures guests have the merchandise 
they want. Whether it's stocking the local 
university sweatshirt or carrying a broader 
selection of country music in 
select markets, Target is 
committed to providing its 


guests with a “hometown 
feel.” Although Target is primarily 
focusing on micro-marketing to African- 
American, aging, Hispanic and western 
market segments, it continues to analyze 

a variety of guest preferences—such as color 
palate, climate and regional preferences, and 
cultural and demographic trends. 


Offering locations that are convenient to our guests is the 
cornerstone of our growth strategy. Much of our growth is 


targeted for existing metropolitan markets, where we add new stores that are closer 
to existing guests—and also offer opportunities to draw new guests. 

With 28 Target stores opening on the East Coast in 1996, millions of new guests 
will experience the trend-right merchandise and value Target brings to its communi- 
ties. Target will open new stores in Maryland, New York and Virginia, and is exploring 
additional locations in surrounding areas. 


The Department Stores also are responding to guest needs. In Minnesota, Dayton’s 
will open its first new store in almost 20 years in Maplewood in 1996. Detroit will also 
get its first new metro store since 1978 at Somerset Mall; it is expected to be one of 
Hudson's top-performing stores within five years. And residents in Port Huron, 
Michigan, will see a Hudson's store open in 1997, after years of anticipation. 
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the latest 


fashions 


and trends 


The fashions carried by Dayton Hudson 
are an important force in defining each 
of our three operating divisions. Each 
division maintains leadership in its retail 
category by staying on top of the latest 
trends, interpreting that trend for its 
unique guests and sharing trend informa- 
tion with each operating company. 

To maintain the Department Stores’ 
fashion leadership, buyers, merchandise 
planners and assistant buyers are being 
added to ensure that the fashions offered 
are exciting, fresh and upscale. More 
frequent buying trips, both nationally 
and internationally, will keep the 
Department Stores ahead of the 
newest trends in fashion, 

Target's focus on fashion is on trend-right 
styles at affordable prices for the whole 


family. The trend 
merchandising 
team works one 
year in advance 


to forecast color, 
details and themes, and then meets with 
Target buyers who develop fashion 
merchandise at great values. Target apparel 
featured in high-gloss, well-respected 
fashion magazines has built instant credi- 
bility with guests for Target’s fashion sense. 
Mervyn's provides fashion expertise with 
“trend zones” in its stores that are visually 
exciting and give each department a unique 
personality. To help guests stay up-to-date 
on what's fashion-forward, colorful displays 


show how separates can be mixed and 
matched to achieve a pulled-together, 
cutting-edge look. 


ae, 
ape 


liste n n g., Guest surveys are ‘helping us make the grade in guest service. Every year, comprehensive customer 

to guests satisfaction surveys are conducted for Target, Mervyn's and the Department Stores. These surveys 
identify what is most important to our guests. Twice a year, we measure our performance in all of our stores using “Report 
Cards” issued to guests as a supplement to the feedback cards available in stores each day for guest comments. We also 
measure our performance against key competitors in an annual competitive tracking survey. Our success depends on 
learning what's most important to guests—and this comprehensive research program offers first-hand feedback that is 
invaluable to meeting guests’ unique needs. 

In 1995, we surveyed more than 1.5 million guests. We responded to their feedback by making necessary changes in our 
stores and how we do business. For example, at Target, we've invested in new cashier training to make checking out faster 
and friendlier, and in cross-training so team members can help in multiple departments. 
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deliver 


Mervyn’ 


Target 


Target 


Retail Square Feet 
(percent of total) 


14 Day 


Target 


1995 
Revenues $ 15,807 
Operating Profit > Fig. s 
Stores 670 
Retail Square Feet* 71,108 


Target's performance in 1995 
showed strong comparable-store 
sales grow th. Total revenues increased 
16 percent, while comparable-store 
revenues rose 6 percent, ( )perating 
profit declined slightly as a result of a 
highly competitive pricing environ 
ment, more low -margin items in the 
sales mix and higher operating 
expenses due to wage-rate inflation. 
In 1995, Target opened its first 
two Super Targets, which combine 
grocery and general merchandise 
offerings, Guest response to these 
stores has been very favorable. 
The company plans to add six 
more super centers in 1996 as we 
continue to assess the growth 
opportunities of this strategy. Target 
will also invest in 60 — 70 traditional 
discount stores in 1996, with nearly 
half of the expansion in new markets 
like Buflalo, N.Y., Baltimore, Md., and 
Washington, D.C. To support its 


growth in existing markets and its 


1994 1993 
§ 13,600 $11,743 
732 s 662 
61) 954 
64,446 58 O87 
Retail Sq. Ft. No. of 

in Thousands Stores 

AZ 2,357 22 
AR 186 2 
CA 14,863 128 
co 2,342 22 
FL 5,682 52 
GA 2,381 23 
Ip 09 4 
it 4.15 43 
IN 2,728 0 
1A 1,620 17 
KS 769 7 
KY 660 7 
LA 203 2 
MI 4,403 42 
MN 4,868 2 
MS 116 ! 
MO 1,124 W 
MT 299 ; 
NE BBS oo 
NV Mi 8 
NM a9 5 
NC 1,1 13 
ND 415 4 
OH 1,539 “4 
OK 784 8 
OR 4 9 
sc 9) + 
sD 2 4 
™ 1,598 16 
T™ $8,200 7 
WA 2,190 a 
WI 2,089 20 
wy 182 2 


Total 71,108 670 


Major Markets 
Greater Los Angeles 
Minneapolis/St. Paul 


Chicago 


Dallas/Ft, Worth 


Detroit 
Houston 
Atlanta 


San Francisco Bay Area 


Denver 


Miami /Ft. Lauderdale 


Phoenix 
San Diego 


Seattle/Tacoma 


Indianapolis 


Em, 
(at ny 141,000 


East Coast expansion, Target will construct new distribu 
i 


tion centers in Oregon and Virginia in 1996. 


In 1996, Target is positioned to regain historical profit 


margins through continued strong sales 


S 


Target Locations 


& 


Storeo 


growth, a stable 


gross margin formula and significant expense reductions. 


cupid State 


. Mayor Market 


Mervyn's 


1995 
Revenues S 4,516 
Operating Profit $ 100 
Stores 295 
Retail Square Feet* 24,113 


of 


Mervyn's experienced very weak 
results in the first half of 1995, but 
revenue and margin performance 
stabilized in the second half of the 
year as Mervyn's hegan to imple- 
ment changes in its promotional and 
merchandising strategies, For the 
lull year, total revenues declined 
| percent, while comparable-store 
revenues decreased 4 percent. 
Operating profit declined sharply 
compared with the prior year. 
Changes introduced at Mervyn's 
in 1995 to improve performance 
included an increased level of promo- 


tional activity, a greater emphasis on 


1994 1993 
$ 4,56] S 4,436 
s 206 Ss 179 

286 276 
23,130 22,273 


Retail Sq. Ft. No. of 
in Thousands Stores 


AZ 1,226 15 
CA 9,948 128 
co 925 12 
FL 1,616 18 
GA 562 7 
ID 83 ! 
LA 538 7 
MI 1,174 15 
MN 852 6 
NV 412 6 
NM 180 2 
OK 270 3 
OR S51 7 
™ 3,569 44 
uT 761 8 
WA 1,446 16 


Total 24,113 295 


Major Markets 


Greater Los les St 
San Prarcaeo Bey Area 22 
Dallas/Ft. Worth 13 
eet Lauderdale i 
Diega ! 

Phoenix in 
Houston 10 
Detroit 5 
Seattle/Tacoma 9 
Atlanta 7 
Denver 7 
Minneapolis/St. Paul 6 
Employees 

{at year-end): — 34,000 


national brands, broader merchandise assortments, 


expanded use of print advertising, and the introduction 


of a California theme into merchane 


In 1995, Mervyn's opened LO ne 


lise and advertising, 
g 


~w stores, including 
g 


a six-store entry into the Minneapolis/St. Paul market, 


In 1996, Mervyn's will add four to 


existing markets. 


Reflecting the promotional and merchandising 


six new stores in 


> 


changes implemented in 1995 and a $100 million 


expense-reduction program initiated at the beginning 


> 


of the current fiscal year, Mervyn's i 


s committed to 


delivering significantly improved profitability in 1996, 


Mervyn's Locations 


= Store-occupied State 
| = Major Market 


1995 
Revenues $ 3,193 s 
Operating Profit $ 184 § 
Stores 64 
Retail Square Feet™ 13,870 


The Department Store Division 
posted flat total revenues in 1995, 
while comparable-store revenues 
declined 1 percent. Operating 
profit declined significantly as 
a result of higher markdowns, 
increased expenses and lower 
sales leverage. 

To improve performance in 
1996 and bevond, the Department 
Store Division is expanding its 


assortment of “better” merchandise, 


Department Stores 


1994 1993 
3,150 Ss 3,054 
24) 5 268 
63 63 
13,387 14.587 


Retail Sq. Ft. No. of 
in Thousands Stores 


Dayton’s 

MN 2846 12 
ND 197 3 
SD 102 | 
WI 374 S| 
Hudson's 

IN 246 2 
MI AQN6 18 
OW 187 1 
Marshall Field's 

IL 4.079 16 
OH 204 1 
™ WW 

WI 607 i} 


Total 13,870 64 


Major Markets 
Chicayo ih 
Minnieapelis (St, Paul Ww 
Detront ¥s 


Employees 


(at year-end): — 39,000 


introducing more unique items into its merchandise 


content, reducing the number of storewide promotions 


and improving its level of customer service through 


increased staffing on the selling floor, These strategic 


changes will return Dayton’s, Hudson's and Marshall 


Field’s to their heritage as fine department stores and 


fashion leaders in their local markets. 


The Department Stores ill open 


four New stores in 


1996, including two Marshall Ficld’s home stores in 


Chicago, a new Davton’s in Minneapolis/St, Paul and a 


new Hudson's store at Somerset North in Detroit. 


1996 will be a transition year lor the Department 


Stores as its new merchandising, promotional and 


service strategies are fully implemented. Profit and sales 


comparisons in the first half of the vear will be difficult, 


but momentum will build in the second hall of the vear 


as customers increasingly respond, 


Dept. Store Locations 


& = Sloreoecumed State 
BB = Mayor Marker 


Analysis of Operations 


(Millions of Dollare, Except Per Shure Datay 


Dayton Hudson Corporation's fiscal year net earnings were 

$311 million in 1995, compared with $434 million in 1994 and 

$375 million in 1993, Fully diluted earnings per share were 

$3.89 in 1995, $5.52 in 1994 and $4.77 in 1993, (References to 
earnings per share relate to fully diluted earnings per share.) 
Operating proht in 1995 declined 17 percent from the prior 
year, Operating profit was $1,003 million in 1995, compared with 
$1,208 million in 1994 and $1,109 million in 1993, Operating 
profit is last-in, hrst-out (LIFO) carnings from operations before 
corporate expense, interest and income taxes, Target's operating 
profit declined 2 percent, compared with the prior year, while 

Mervyn's and the Department Store Division (DSD) reported 

declines of $2 percent and 32 percent, respectively, Operating 

profit results reflected a $17 million pre-tax LIFO charge in 

1995, compared with a $19 million pre-tax LIFO credit in 1994. 

In addition, as a result of the sale of securitized accounts receiv- 

able, 1995 operating profit reflected a reduction of finance charge 

revenue, as well as a reduction of bad debt expense, The net 
impact, of approximately $10 million, was reflected proportion: 

ately (based on respective accounts receivable balances) as a 

reduction to each division’s operating profit results, The overall 

net decrease was offset by a comparable savings in interest expense 
as a result of the replacement of debt with the sale proceeds. 
The Corporation has undertaken several strategic initiatives to 

improve overall profitability in 1996: 

* Target expects to recapture historical levels of proht margin 
through continued sales momentum, stabilization of its gross 
margin formula and up to $50 million in operating expense 
savings related to a broad-based cost-reduction program. 


In 1995, Target's operating profit as a percentage of revenues 


declined to 4.6 percent of total revenues from historical levels of 


5 percent or more, We are optimistic that as a result of its initia- 
tives, Target will return to the 5 percent operating profit level, 

* Mervyn's is positioned to produce significantly higher 
operating proht in 1996, particularly in the first and second 
quarters due to the combination of promotional and merchan- 
dising changes implemented in the second half of 1995 and a 
$100 million annualized expense-reduction program initiated 
in hscal 1996. Mervyn's goal is to make substantial progress in 
1996 toward our long-term objective of realizing an operating 
profit level of 7 percent of total revenues, 

* DSD expects to realize favorable operating profit results from 
the strategic changes that were initiated in the latter part of 


1995, The critical elements of DSD’s strategy include fewer 


storewide promotional events, a greater emphasis on better and 
more unique merchandise assortments and improv ed guest 
service. In 1996, we expect that DSD's new strategy will result 
in essentially flat annual comparable store sales growth, with 
increased sales of regular priced merchandise offset by a decline 
in promotional sales. The strategy, together with a $20 million 
expense-reduction program, is expected to result in improved 
profitability beginning in the fal! of 1996. 

The earnings per share variance analysis and its associated 
discussion presented below represents management's view of the 
business. [t differs from the classifications in the Consolidated 
Results of Operations, Revenues include sales, as well as finance 
charges and other revenues, The gross margin rate includes cost 
of retail sales and excludes buying and occupancy costs, The oper 
ating expense rate includes buying and oecupancy costs; selling, 
publicity and administrative expenses (excluding start-up and 
corporate and other expenses); depreciation and amortization; and 
taxes other than income taxes, Start up expenses are Costs associ 
ated with opening new stores and remodeling existing stores, 

Strong growth at Target, our lowest gross margin and expense 
rate division, continues to impact our business mix. As a result, 
the Corporation's overall revenue growth and total operating 
expense rate were favorably affected, while the gross margin rate 
was unfavorably affected. If the revenue mix had remained 
constant with 1994, the gross margin rate variance would have 
been 49 cents more favorable and the operating expense rate 
variance would have been 60 cents less favorable. Looking 
forward, growth at Target is expected to continue to have an 
increasing impact on the Corporation's overall gross margin 
and expense rate structure. 

The table below identities the major factors in the change in 


carnings per share: 


Earnings Variance Analysis 1995 ws. 1994 1994 vs 1994 
Prior year’s carnmys per share $5.52 $4.77 
Change duc to; 
Revenues 1.63 1.17 
aross margin rate: 
HEO (1.96) 33 
LIFO provision (.29) (2.25) (581 (05) 
Operating expense rate —_t (.81) (19%) 
Surtup expenses (.18) tin 
Interest expense, net (.13) is 
Corporate and other 
expense, net 03 1.07) 
Incorme tax rate 08 (10) 
Earnings per share $ 3.89 $3.52 


Analysis of Operations 
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Revenues 

The Corporation in 1995 reported a 10 percent increase in total 
revenues and a 3 percent increase in comparable-store revenues 
over 1994, Comparable-store revenues are revenues from stores 
open longer than a year, ‘Target's 16 percent revenue increase 
reflected solid base-business growth and new-store expansion, 
as well as increased sales, finance-charge revenues and late-fee 
revenues due to the expansion of its proprietary credit card, 
Mervyn's total and comparable-store revenue declines were 
primarily due to low sales volume throughout the first half of 
the year combined with the transition to put its new strategy in 
place. DSD reported essentially flat revenues for the vear, while 
comparable-store revenues declined primarily due to reduced 
guest response to frequent promotional events, 

The impact of inflation on the Corporation's consolidated 
operations was minimal, and as a result, the overall comparable- 
store revenue increase closely approximated real growth, 

Revenue growth in 1994 reflected a combination of new 
and comparable-store growth at Target, new store expansion al 
Mervyn's and growth in DSD's home and moderate -price 


merchandise areas. Increased finance-charge revenues at all three 


operating divisions also contributed to the overall revenue growth, 


Revenue Growth 1995 1994 
53 weeks = 52 weeks 52 weeks 
All All Comp. All Comp. 
Stores Stores Stores Stores Stores 
larget 16% 15% 6% 16% 70 
Mervyn's (1) (2) (4) 3 
Dsb I - (1) , 3 
Total 10% % 3% 11% 5% 


One measure used to evaluate store productivity is revenues 
per square foot. Increased revenues per square foot at Target 
reflected solid base-business growth, partially offset by the 
inherent lower productivity of new stores, Mervyn's reduction 
from the prior vear was primarily duc to a comparable-store 
revenue decline combined with reduced productivity of its new 
stores. DSD’s slight decrease in revenues per square loot was 


primarily due to the deercase in comparable-store revenues. 


Revenues Per Square Foot* 


(Dollars) ee ae 1994 1993 
Target $230 $222 $213 
Mervyn's 190 200 204 
Ds 230 232 235 


* Thirteen month average retail square feet 
*# The 1995 revenues per square foot calculations exclude the 54rd week 


Gross Margin Rate 

All three operating divisions contributed to the 1995 gross 

margin rate decline, In addition, the decline reflects Target's 

growing influence on the Corporation ’s overall margin struc 
ture, as well as the year-over-year impact ol aS 17 million 

LIFO charge in 1995, compared with a $19 million 1ITFO 

credit for the prior year. 

* Target’s gross margin rate declined slightly relative to 1994, 
primarily due to the strength of low -margin commodity 
businesses in the fourth quarter. In addition, a highly competi- 
tive environment made it difficult for Target 10 pass along 
increased merchandise costs. In 1996, Target expects to remain 
price competitive, yet realize an improvement in the gross 
margin rate as a result of improved sales mix and reduced 
clearance markdowns. 

* Mervyn's gross margin rate declined for the year, reflecting 
a sharp deterioration during the first half of the year due to 
significantly increased promotional markdowns without offset 
ting markup improvement. Beginning in the third quarter, 
there was a strong improvement in the gross margin rate over 
the first six months of 1995 as a result of increased markup 
offsetting markdown rates associated with the new strategy. The 
1995 gross margin rate was also impacted by the year-oyer-vear 
change in the LIFO provision. Looking forward, with all of the 
critical clements of the profit formula solidly in place, Mervyn 's 
expects to generate significant gross margin rate improvement 
in 1996, particularly during the first half of the year. 

* DSD’s gross margin rate declined significantly in 1995 duc 
toa substantial increase in clearance markdowns and the year- 
over-year change in the LIFO provision, partially offset by an 
improvement in markup. In 1996, as a result of substantially 
fewer promotional events, DSD’s promotional markdown 


rate is expected to decline, resulting in an improvement in 


' oa 
| | | | 
92 93 94 


Revenues 


the gross margin rate. 


91 92 33) 94 


Operating Profit 


3,516 


$1,003 


95 85 
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The 1994 gross margin rate was essentially unchanged from 
1993, reflecting markdown improvement at all three operating 
divisions, offset by a significantly lower LIFO credit. Target's 
gross margin rate declined in 1994, reflecting an improved 
promotional markdown rate more than offset by a lower markup 
and a lower LIFO credit. Mervyn's 1994 gross margin rate 
compared favorably to 1993, the result of lower promotional 
and clearance markdowns partially offset by lower markup. 
DSD's gross margin rate was essentially unchanged in 1994, as 
an improved clearance markdown rate was offset by a lower 
LIPO credit and higher promotional markdowns. 


The LIFO provision was as follows; 


LIFO Provision: (Expense) /Credit 1995 1994 1993 
Target $ - s Ss 62 
Mervyn's (12) N 7 

? 


Dsl) (5) : i 2 
Total $s (17) Se $ 91 
Por Share $(-14) $15 $ 5 
The LIFO provision is calculated based on inventory levels, 
markup rates and internally generated retail price indices, The 
1995 LIFO charge reflected retail price inflation, particularly 
increased retail prices related to Mervyn's new strategy, partially 
offset by associated increases in markup rates. The 1994 LIFO 
credit reflected higher inventory levels associated with new 
store growth, as well as deflation in retail prices. The 1993 LIFO 
credit reflected deflation in retail prices at all three operating 
divisions, partially offset by a substantial decline in inventory 


levels at Mervyn's. 


Operating Expense Rate 

All three operating divisions contributed to the overall operating 

expense rate increase in 1995, which was partially offset by 

the favorable effect of Target’s increasing impact on the overall 

expense rate structure. Looking forward to 1996, we will aggres- 

sively pursue the identification and realization of operating 

expense savings throughout the Corporation. 

* Target's operating expense rate increased in 1995, principally 
due to higher store expenses associated with starting-wage rate 
increases. As one of its primary objectives for 1996, Target has 


hegun a major initiative to reduce its operating expense rate 


over time and has developed a broad-based cost-reduction 
program that includes 1996 savings of $50 million related to 
store productivity improvements, as well as other cost reduc 
tions in headquarters and marketing. 

* Mervyn's operating expense rate deteriorated in 1995, 
primarily reflecting lower sales leveraging, as well as increased 
marketing expenses. Favorable expense management in the 
fourth quarter partially offset the higher expenses that were 
reported during the first nine months, Mervyn's has formulated 
an expense-reduction program that is intended to significantly 
reduce costs, principally in the areas of stores, marketing 
and employee benefits. The majority of Mervyn's $100 million 
annualized expense savings are expected to be realized 
during fiscal 1996. 

* DSD’s operating expense rate rose in 1995 as a result of 
increased store and marketing costs, higher buying and occu 
pancy costs, and lower sales leverage. DSD initiated a new 
strategy in the second half of 1995 that includes as one of its key 
elements an increased emphasis on impre wed guest service. In 
1996, the incremental store costs related to the new strategy 
are expected to be offset by marketing expense savings resulting 
from substantially fewer promotional events and savings trom 
centralizing certain store operational functions. 

The 1994 operating expense rate increased over 1993 and 
included charges of $32 million, or 26 cents per share, for 
strategic store closings and relocations at Target, and $20 million, 
or 16 cents per share, for Mervyn's L1-store Colorado remod 
cling project. Target's operating expense rate was unchanged in 
1994, reflecting favorable sales leveraging and expense efficien 
cies offset by charges related to its strategic eflorts. In addition to 
the charge related to the Colorado stores, Mervyn's operating 
expense rate increased in 1994 due to additional advertising 
expense and lower sales leveraging. DSD's operating expense 
rate was higher in 1994 due to increased advertising expenses 


partially offset by other expense savings. 


Start-Up Expenses 

Start-up expenses rose in 1995 due primarily to growth in the 
number of new Target stores. A total of 76 new stores were 
opened in 1995, compared with 69 stores in 1994 and 62 stores 
in 1993, Start-up expenses are generally recognized evenly 


throughout the year in which the expenses are incurred, 


Analysis of Operations 
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Interest Expense 

Interest expense increased $16 million in 1995, as higher average 
debt balances, utilized to fund new store grow th, remodeling 
programs and other capital expenditures, were partially offset by a 
lower average portfolio rate and interest savings related to the 
replacement of debt with the proceeds from the sale of securitized 
accounts receivable. The decrease in interest expense in 1994 of 
$20 million was the result of lower average financing requirements 
and a lower average portfolio rate, 

Interest expense in 1996 is expected to increase to between 
$450 million and $475 million, reflecting the continued borrowing 
requirements for store expansion, remodeling programs and 
internal credit growth, partially ollset Ivy a decline in the average 
porttolio rate, 

The Corporation has the uption, but not the obligation, to call 
and refund approximately $325 million of sinking fund deben 
tures ata premium in the second half of 1996, The Corporation 
has not committed to these transactions, which would result ina 
one-time charge of up to 14 cents per share, but would save the 
Corporation future annual interest expense of approximately 
7 cents per share over the period of time the debentures would 
have otherwise remained outstanding. The actual amount of 
ongoing interest savings will depend on the Corporation's 


borrowing rates at the time of the refunding, 


Corporate and Other Expense, Net 

Corporate and other expense includes corporate headquarters 
expense, corporate charitable contributions that support our 
annual giving program of 5 percent of federally taxable income, 
and a variety of other items, 

One of the Corporatic ns primary objectiy es is to inerease 
overall operating effectiveness through the sharing of information 
and resources among its divisions. In 1995, the Corporation 
completed the consolidation of its credit operations, for which a 
pre-tax charge of $10 million, or 8 cents per share, was included 
in 1994 corporate and other expense. The Corporation has begun 
to realize, and expects to Continue to achieve, divisional cost 
savings as a result of the consolidation of its credit operations. 
Consistent with its objective, in 1995 the Corporation committed 
toa three-year common information systems initiative aimed at 
producing additional profitability through improvements to gross 


margin, as well as cross-divisional efhciencies and cost savings. 


Income Tax Rate 

The eflective tax rates were 38.0 percent, 39,2 percent and 

38.2 percent in 1995, 1994 and 1993, respectively, The 1995 
effective tan rate decreased from the prior vear, primarily asa 
result ofa greater impact of permanent differences on a lower 
carnings base. The increase in the 1994 offective tax rate over 
1993 reflected the one-time benefit in 1993 from the adoption of 
SFAS No, 109, “Accounting for Income Taxes.” In 1996, our tax 


rate is expected to return to a level approximating our 1994 rate, 


Fourth Quarter Results 

Due to the seasonal nature of the retail industry, fourth quarter 

operating results represent a substantially larger share of the 

total vear operating results due to the inclusion of the holiday 

shopping season, 

The Corporation’s fourth quarter carnings per share were 
$2.94, reflecting a decline trom $3.62 for the same quarter last 
year. The fourth quarter earnings per share comparison was unta- 
vorably allected by a 1995 pre-tax LIFO charge of $17 million, or 
14 cents per share, versus a credit of $9 million, or 7 cents per 
share, in 1994, Net earnings were $228 million tor the quarter, 
compared with $279 million in 1994, 

* Target’s operating profit declined moderately, reflecting a 
20 percent revenue increase olfset by a lower gross margin 
rate and a higher operating expense rate, Comparable -store 
revenues increased 6 percent, Target's gross margin rate decline 
was the result of continued cost pressures in a competitive 
pricing environment and an adverse change in the business mix, 
The operating expense rate increased slightly due to higher 
store payroll and marketing expenses. 

* Mervyn’s operating profit declined in the quarter but was 
essentially unchanged from a year ago belore the vear over-vear 
impact of LIFO. Total revenues for the quarter rose | percent, 
while comparable-store revenues decreased 5 percent The 
gross margin rate was unfavorable compared with the prior vear 
as an improved markup Was more than allset by a significant 
increase in promotional markdowns and the vear over-yvear 
change in the [IFO provision. The operating expense rate 
improved slightly. 

* DSD’s fourth quarter operating profit declined, while total 
revenues increased 2 percent and comparable: store revenues 
decreased 3 percent. The gross margin rate declined retlecting 
increased clearance markdowns, partialls olfset by markup 
anil promotional markdown improvements, and the unfavor- 
able year-over-year change in the LIFO provision, DSD’s oper- 
ating expense rate was higher than the prior year due te 
increased store and marketing costs in addition to lower sales 


leveraging, 


Analysis of Financial Condition 


(Milhons of Dollary 


Our hnancial condition remains strong, as our cash flow from 
operations was $1,161 million, driven by earnings betore 
interest, income taxes, depreciation and amortization of 
$1,537 million. Internally generated funds will continue to 

be the most important component of our capital resources 
and, along with our ability to access a variety of financial 
markets, are expected to enable us to fund our expansion plans. 

Average accounts receivable, net of the reduction for 
$400 million of securitized accounts receivable sold, grew 
4 percent during 1995.The Corporation continued to realize a 
favorable impact on finance charge revenues and late fees as a 
result of the continued expansion of our proprietary credit cards, 
In 1995, we successfully completed the first phase of the roll-out 
of the Target Guest Card” Target's proprietary credit card, which 
is expected to have a significant impact on accounts receivable 
growth and credit profitability in the future. 

Inventory levels increased $241 million, in line with revenue 
and square footage growth. Importantly, this inventory growth 
was more than fully funded by an increase in accounts payable 
of $286 million. 

Capital expenditures for 1995 were $1,522 million, compared 
with $1,095 million for fiscal year 1994. This increase retlected 
the additional capital invested in new stores and store remodels, 
and included the acquisition and remodel of several real estate 
sites related to Mervyn's 1995 entry into the Minneapolis-St, Paul 
market. Target comprised 70 percent of 1995 expenditures, while 
18 percent, 1] percent and | percent were made by Mervyn's, 
DSD and Corporate, respectively. Net fixed assets increased 
$909 million, principally as a result of new store growth at Target. 
During 1995, Target added 65 new stores, Mervyn's opened 
10 new stores and DSD opened one new store. Approximately 
69 percent of total capital expenditures was for the building of 
new stores, 9 percent was for store remodeling and 2? percent 


was for distribution, information systems and other capital items. 


7 ie) a 
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From Operations 


Over the past five vears, Target's square footage has grown at a 
compound annual rate of approximately 10 percent, and this 
growth rate is expected to continue into the foreseeable future. 

Capital expenditures in 1996 are expected to be approximately 
$1,400 million for the construction of new stores, remodeling of 
existing stores and other capital support. As we continue to invest 
in cach of our operating companies, the majority of new store 
capital continues to be invested in Target. In the upcoming year, 
Target plans to open 65 to 75 new stores in new and existing 
markets and construct two new distribution venters, Expansion 
plans for Target in 1996 include market entries into upstate 
New York, Maryland, Virginia and Washington D.C., as well as 
further testing of its super-center concept, including openings in 
Salt Lake City. Mervyn's plans to open four to six new stores, and 
DSD plans to open two new department stores and two new home 
stores, all in existing markets. 

The Corporation's financing strategy is to ensure liquidity and 
access to capital markets, to control the amount of floating-rate 
debt and to maintain a balanced portfolio of maturities. Within 
these parameters, we continually seek to minimize our cost of 
borrowing. The average rate on our financings, including the sale 
of securitized accounts receivable, decreased from 8.8 percent in 
1994 to 8.5 percent in 1995. We expect this rate to decline 
further in 1996. 

A key to the Corporation’s liquidity and capital market access 
is the maintenance of strong investment grade debt ratings. During 
1995, Dull & Phelps and Standard & Poor's downgraded our 
long-term debt ratings to A- and BBB+, respectively, principally 
due to our 1995 financial performance. Moody's has placed the 
Corporation's A3 rating under review for a possible dow nyrade, 
and we expect that any potential action taken by Moody's would 
not materially affect our ability to access the “ae markets. 

2 and A-2 by 
Dull & Phelps, Standard & Poor's, and Moody’ s, re spectively. 


Our commercial paper debt ratings were D-1-, 


These ratings are sufficient to support commercial paper levels 
well in excess of the $948 million outstanding at year-end, In 
1996 and beyond, we expect that a strong recovery in protitability 
would allow us to continue our capital expenditure plans while 
maintaining or improving our ratings. 

In addition to the unsecured debt markets, the Corporation 
accessed the secured debt market in 1995 through our securitiza 
tion of accounts receivable. The ability to access this market in the 
future provides the Corporation with an attractive alternative 
source of funds, Further liquidity is provided by $1.4 billion of 
committed credit lines obtained through a group of 27 domestic 


and international banks. 


Performance Objectives 
Millions of Dollars) 


Shareholder Return 
Management's primary objective is to maximize shareholder 
value over time. This is accomplished through a combination of 
dividend income and share price appreciation, while a prudent 
and flexible capital structure is maintained. 

Our total return to sharcholders was approximately 11 percent 
for 1995, Though below broad market measures, this return was 


consistent with retail industry averages. 


Measuring Value Creation 

We measure sharcholder value creation using a form of Economic 
Value Added’ (EVA’), which we define generally as after-tax 
operating profit less a capital charge for all investment emploved., 
The capital charge is an estimate of the Corporation's after-tax 
cost of capital, which has been adjusted for the age of our stores, 
recognizing that mature stores inherently have higher returns than 
newly opened stores, We estimate that the after-tax cost of capital 
for our retail business is 10 percent, while our credit operations’ 
alter-tax cost of capital is estimated to be 6 percent as a result 

of its ability to support higher debt levels. We expect to generate 
returns in excess of these costs of capital, thercby producing 
positive EVA. 

We believe there is a high correlation between generating 
EVAand creating shareholder value, Maximizing EVAis our 
internal kev to achieving our primary objective, which is to 
maximize shareholder value over time, EVAis used to evaluate 
our performance and to guide capital investment decisions. 

A significant portion of executive incentive compensation is 


tied to the achievement of targeted levels of annual EVA. 


Me a & " “Bz 
Pena fe fd ha “abe tell 
91 92 93 94 95 91 92 93 94 95 
Dividends per Share Market Price per Share 
(dollars) (dollars) 
tow BBHieh 
JY Diy rin Moweuen % 


Financial Objectives 

We believe that managing our business with a focus on FVA will 
assist us in achieving our objective of earnings per share growth of 
15 percent per year over time. We intend to deliver these results, 
while maintaining a year-end debt ratio for our retail operations 
of $5 percent to 55 percent, which will ensure sufficient capital 
market access to fund our growth, We operated within our target 
range in 1995, 1994 and 1993, and plan to move our leverage to 
the middle of this range over time, 

In evaluating our debt level, we separate our retail operations 
from our credit operations due to their inherently different 
performance characteristics. We view the appropriate capitaliza- 
tion of our credit business to be 88 percent debt and 12 percent 


equity, similar to ratios of comparable credit-card businesses. 


1995 1994 1993 
Debt Ratio’: 
Retail 53% 50") 53% 
Credit 88 SN 8S 
Total 60% 57% 59% 
Balance sheet debt ratio 56% 35! SBM 


Includes the impact of off balance sheet wperating leases and 8400 million of securitized 
accounts receivable sold, as tf they were debt 


* Eoonomig Value Added and EVA are registered trademarks. 
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— Retail Operations 
BB Creait Operations 


Internal Credit 


{Wallions of Dollars) 


Internal credit strategically supports our core retail operations 
and continues to demonstrate its profitability on a stand-alone 
hasis. In 1995, we consolidated our credit operations in a single 
facility, devoted significant resources to expanding our credit- 
card business and completed a cost-effective sale of securitized 
accounts receivable, In addition, in 1995 we aggressively grew the 
business by successtully completing the initial phase of the roll- 
out of the Target Guest Card. 

The operating margin of our credit operations increased by 
12 percent to $194 million in 1995, the result of a substantial 
increase in credit revenues partially offset by an increase in 
expenses related to receivables growth, The increase in the bad 
debt provision over the prior year was associated with the new 
accounts created with the Target Guest Card in addition to 
an increase in delinquency rates. Operating profit was $169 
million, including the one-time marketing costs associated with 
the expansion of the Target Guest Card and the net impact from 
the securitization of accounts receivable. 

In 1996, we plan to significantly grow the credit business as 
we continue to expand the Target Guest Card, lower minimum 
payment terms on Mervyn's accounts and begin offering a loyalty 
incentive program for credit-card customers at DSD, In addition, 
we expect to achieve increased efficiencies and reduced expenses 
through further leveraging the combined eredit operations and 
investing in credit information systems. As a result, we expect 


increased operating profit and EVA. 


The following table illustrates the results of our credit 


operations: 
Credit Operating Profit 1995 1994 1994 
Revenues: 
Finance charge revenues and late fees $s 313 $ 248 § 200 
Merchant and deterred billing fees 7s 65 63 
= —_— —_ 
lotal revenues 388 $13 26% 
Expenses: 
Bad debt provision 104 66 53 
Operating expenses 90 7 70 
lotal expenses 194 et) 124 
Operating Margin 173 Ein) 
Narget Guest Card introduction costs (4) 


Net inypact from securitization 
Operating Profit, net $169 36s 17 s 140 
$1,719 $1,504 
$1,558 $1,504 


In the preceding table, revenues, expenses and operating 


$1,329 


$1,329 


Average accounts receivable serviced 


Average accounts receivable owned 


margin, as reflected, are associated with accounts receivable 
serviced, Merchant fees represent the fees charged to our retail 
operations on a basis similar to charges incurred for third-party 
credit cards. Deferred billing fees represent charges for carrying 
hon-revenue-carning revolving balances, Both the merchant and 
deferred billing tees are intercompany transter prices that are 
eliminated in consolidation. Operating expenses, measured on an 
all-inclusive basis, represent expenses for granting and operating 
credit. The net impact trom securitization represents a reduction 
ol revenues, as well as a reduction in the bad debt provision, 
resulting from the sale of $400 million of securitized accounts 
receivable. Average accounts receivable serviced represents an 
average of all accounts receivable, including the securitized 
accounts receivable sold, while the calculation of average accounts 
receivable owned reflects a reduction for the sale af securitized 
accounts receivable, 

Recognizing credit’s strategic support of our core retail oper 
ations, credit revenue, operating profit and EVA continue to be 


recorded in each of the operating divisions’ results. 


Notes to Consolidated Financial Statements 


(Miihons of Bellary) 


Business Segment Comparisons 1995* 1994 1993 1992 199) 1990 
Revenues 
Target $15,807 $13,600 $11,743 $10,393 8 9041 § 8,175 
Mervyn's 4,516 4,561 4,436 4,510 A143 4,055 
Department Store Division 3,193 3,150 3,054 3,024 peek 2,509 
‘Total revenues $23,516 $21,311 $19,233 $17,927 $16,115 $14,739 
Operating profit 
Target $. “19 § 732 S$ 662 Ss 374 s 458 S$ 466 
Mervyn's 100 206 179 28+ 284 366 
Department Store Division 184 270 268 728 los 183 
Total operating profit 1,003 1,208 1,109 1.086 G10 1,015 
Interest expense, net 442 426 446 437 398 325 
Corporate and other 60 68 36 38 40) 31 
harnings before income taxes $ 501 S$ 714 S 607 Ss 61] 3 472 $ §6«6GSo 
Operating profit as a percent of revenues 
Target 4.6% 5.4% 3.6% 5.3 5, LP 5 
Mervyn's 2.2 4.5 4.0 6.3 6,9 90 
Department Store Division 5.8 8.6 8.8 43 Wb 7.3 
EBITDA (earnings before interest, income taxes, 

depreciation and amortization) 
larget $ 1,047 § 1,026 $ 926 s S10 S667 § 656 
Mervyn's 250 351 325 419 401 473 
Department Store Division 297 378 372 $32 268 252 
Corporate and other (57) (67) (35) (37) (39) (28) 
‘Total EBITDA $ 1.537 § 1,688 S 1,568 § 1,524 §.. 19297 5) 1,363 
EBITDA as a percent of revenues 
‘Target 6.6% 7.5% 7.9% 7S 74% 8.0% 
Mervyn's 5.5 tiv vB 9.3 OL7 ase 
Department Store Division 33 12.0 12.2 11.0 | 10.0 
Assets 
‘Target $ 7,330 § 6,247 § 5,495 8 4,913 § 4,393 S 3,722 
Mervyn's 2,776 2.917 2,750 3,042 2 686 2,439 
Department Store Division 2,309 2,392 2,240 2,292 2 SF 2,261 
Curporate and other 155 14] 293 90 89 102 
Jotal assets $12,570 $11,697 $10,778 $10,337 Ss 9485 $ 8,324 
Depreciation and amortization 
‘Target $ 328 Ss 294 $ 264 § 236 s 209 Ss 190 
Mervyn S 150 145 146 135 117 107 
Department Store Division 113 108 104 104 100 69 
Corporate and other 3 H ] ] I 3 
Total deprer iation and amortization $ 594 §s 4548 3 5IS S 476 § 427 s 369 
Capital expenditures 
‘Target $ 1,067 $ 842 S- Tk 5 571 S 605 § 374 
Mervyn's 273 146 180 294 303 210 
Department Store Division 161 96 sO 72 106 Ls BSS 
Corporate and other 21 11 2 | 2 1 
‘Total capital expenditures $ 1,522 $ 1,095 5 378 § 938 Ss 1.016 $ 1,740 


* Consisted of 53 weeks. 

The Department Store Division includes the acquisition of Marshall Field's and its results of operations from June 24, 1990, the etlective date 

of acquisition, 

In 1995, operating protit and EBITDA reflect a net reduction of $2 million, $5 million and $3 million for Target, Mery vn's and DSD, respectively, 


related to the salu of securitized accounts receivable. 


Consolidated Results of Operations 


(Millions of Dollars, Except Per Shure Datai 


- a 1995 1994 1993 
Revenues $23,516 $21,311 $19,233 
Costs and Expenses 

Cost of retail sales, buying and occupancy 17,527 15,636 14,164 
Selling, publicity and administrative 4,043 3,614 3,158 
Depreciation and amortization 594 548 315 
Interest expense, net 442 426 446 
Taxes other than income taxes 409 373 343 
Total Costs and Expenses 23,015 20,597 18,626 

Earnings Before Income Taxes 501 714 607 
Provision for Income Taxes 190 280 232 
Net Earnings $ 311 S 434 § 375 
Primary Earnings Per Share $ 4.03 S Se $s 4.99 
Fully Diluted Earnings Per Share $ 3.89 5. Sy$2 § 4.77 
Average Common Shares Outstanding (Millions): 

Primary 72.3 72.0 71.8 
Fully Diluted 76.4 76.3 76.1 


See Notes to Consolidated Financial Statements contained throughout pages 2334 


Notes to Consolidated Financial Statements 


lhons of Dollars, Except Per Share Data} 


Summary of Accounting Policies 

Organization Dayton Hudson Corporation (the Corporation) is 

a general merchandise retailer. The Corporation's operating 
divisions consist of Target, Mervyn's and the Department Store 
Division (DSD), Target, an upscale discount chain located in 33 
states coast-to-coast, generated 67 percent of the Corporation "S 
1995 revenues, Mervyn's, a middle-market promotional depart- 
ment store located in 16 states in the West, South and Midwest, 
generated 19 percent of revenues. DSD offers trend leadership, 
quality merchandise and superior service throughout its depart- 
ment stores, located in nine states, primarily in the Midwest, and 
generated 14 percent of revenues, 

Consolidation The financial statements include the accounts of the 
Corporation after climination of material intercompany balances 
and transactions, All subsidiaries are wholly owned, 

Use of Estimates Preparing financial statements in conformity with 
generally accepted accounting principles requires management to 
make estimates and assumptions that alfect the reported amounts 
in the financial statements and accompanying notes, Actual results 
could differ from those estimates. 

Fiscal Year Ihe Corporation’s fiscal year ends on the Saturday 
nearest January 31. Unless otherwise stated, references to years 


in this report relate to fiscal years rather than to calendar vears, 


fiseal Year Ended Weeks 
}995 hebruary 4, 1996 33 
1994 January 28, 1995 52 
1993 January 29, 1994 §2 


Reclassifications Certain prior-year amounts have been reclassified 


to conform to the current-vear presentation. 


Revenues 

Finance charge revenues and late fees on internal credit sales were 
$29? million on sales of $3.8 billion in 1995, $248 million on sales 
of $3.6 billion in 1994 and $200 million on sales of $3.5 billion in 
1993. Leased department sales were $153 million, $156 million 
and $165 million in 1995, 1994 and 1993, respectively. 


Earnings Per Share 

Primary earnings per share equals net carnings, less dividend 
requirements on Fmployee Stock Ownership Plan (ESOP) 
preferred stock, divided by the average number of common 
shares and common share equivalents outstanding during the 
period, Fully diluted earnings per share assumes conversion of the 
ESOP preferred stock into common stock, unless the conversion 
is antidilutive. Net earnings are adjusted for the additional 
expense required to fund the ESOP debt service, which results 
from the assumed replacement of the ESOP preferred dividends 


with common stock dividends, unless the assumed conversion is 


antidilutive. References to earnings per share relate to fully 
diluted earnings per share, 

Advertising Costs 

Advertising costs, included in selling, publicity and administrative 
expenses, are expensed as incurred and were $670 million, 


$604 million and $494 million for 1995, 1994 and 1993, respectively. 


Income Taxes 


Reconciliation of tax rates is as follows: 


Percent of Earnings Before 


Income Taxes 1995 | 944 1993 

Federal statutory rate 35.0% 35.0% 35.0% 
State income taxes, net of federal tax benctit 4.9 4.7 +6 

Targeted Jobs lax Credits (.5) (.7) (4) 
Dividends on preterred stock (1.1) (.6) i5y 
Other (.3) s (5) 
Effective tax rate 38.0% 49, %q 382% 


The components ol the provision for income taxes were; 


Income Tax Provision: 


Expense / (Benefit) 1995 1994 1993 
Current 

Federal $158 $262 8166 
State 38 39 7 
196 42) 203 

Deterred: 
Federal (5) (44) 24 
State (1) (7) 6 
(6) (41) 29 
Total $190 S28) §232 


The components of the net deferred tax liability were: 


February 3, January 25, 


Net Deferred Tax Liability 1996 1995 
Gross deterres tax liabilities 
Property and equipment $319 $3] 
Inventory 27 44 
Other 47 +5 
393 490) 
Gross deferred tax assets: 
Sell-insured benefits 99 a4 
Deterred compensation 74 66 
Postretirement health care obligation 44 44 
Purchase accounting 28 +] 
Allowance lor doubttul accounts 28 19 
Other 70 71 
343 444 
Total $ 50 S36 


Consolidated Statements of Financial Position 


Wilhionnot Mullany 


February 3, 


January 28, 


7 7 1996 1995 
Assets 
Current Assets 
Cash and cash equivalents $. .195 § 147 
Accounts receivable 1,510 1,810 
Merchandise inventories 3,018 LAT? 
Other 252 225 
Total Current Assets 4,955 4,959 
Property and Equipment 
Land 1,496 1,251 
Buildings and improvements 5,812 5,208 
Fixtures and equipment 2,482 PEG | 
Construction-in progress 434 293 
Accumulated depreciation (2,930) (2,624) 
Property and Equipment, net 7,294 6,385 
Other 321 $53 
Total Assets $12,570 $11,697 
Liabilities and Shareholders’ Investment 
Current Liabilities 
Accounts payable $ 2,247 $ 1,961 
Accrued liabilities 957 1,045 
Income taxes payable 137 175 
Current portion of long term debt and notes pavable 182 209 
Total Current Liabilities 3,523 3,390 
Long-Term Debt 4,959 4,488 
Deferred Income Taxes and Other 623 58? 
Convertible Preferred Stock, net 62 44 
Shareholders’ Investment 
Convertible preferred stock 257 DEE 
Common stock 72 72 
Additional paid-in capital 110 89 
Retained earnings 3,044 2.882 
Loan to ESOP (80) (127) 
Total Shareholders’ Investment 3,403 3,193 
Total Liabilities and Shareholders’ Investment $12,570 $11,697 


See Notes to Consolidated Financial Statements contained throughout pages 23 34. 
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Notes to Consolidated Financial Statements 


Walhans of Dollars, Eveept Per Share Data) 


Cash Equivalents 
Cash equivalents represent short term inv estments with a 


maturity of three months or less from the time of purchase. 


Accounts Receivable 

Accounts receivable are written off when the required payments 
have not been received for six consecutive months. Prior to an 
account being written off, an allowance is established for poten- 
tial losses. The allowance for doubtful accounts was $69 million 
and $46 million at year-end 1995 and 1994, respectively, 

In September 1995, the Corporation entered into a securiti 
zation transaction and transterred substantially all of its credit- 
card receivables to a trust in return for certificates representing 
undivided interests in the trust's assets, Concurrently, the 
Corporation sold to the public $400 million of three-year certifi- 
cates, With a fixed rate of 6.1 percent, backed by the credit-card 
receivables. The issuance of Class A certificates was recorded as 
a sale, and no gain or loss was recorded on the transaction. The 
Corporation retained a $123 million issue of subordinated Class B 
asset-backed certificates, which is classified in accounts receivable 
at February 3,1996. The Corporation owns the remaining undi 
vided interest in the trust's assets anc, through its credit-card 


subsidiary, continues to service all receivables for the trust. 


Inventories 

Inventories and the related cast of sales are accounted for by the 
retail inventory accounting method using the last-in, first-out 
(LIFO) basis and are stated at the lower of LIFO cost or market. 
Under this method, the cost of retail sales as reported in the 
Consolidated Results of ¢ )perations, represents current cost, 
thereby reflecting the cect of changing prices. The cumulative 
LIFO provision was $77 million and $60 million at February 3, 


1996, and January 28, 1995, respectively. 


Property and Equipment 

Property and equipment are recorded at cost less accumulated 
depreciation, Depreciation is computed using the straight-line 
method over estimated useful lives. Buildings and improvements 
are depreciated over eight to 55 vears. Furniture and fixtures are 
depreciated over three to cight years, Accelerated depreciation 
methods are generally used for income tax purposes. 

In 1995, the Financial Accounting Standards Board issued 
Statement of Finanvial Accounting Standards (SFAS) No. 121, 
“Accounting for the Impairment of Long-Lived Assets and tor 
Long-Lived Assets to Be Disposed OL SFAS No. 121 prescribes 
the accounting treatment tor long-lived assets, identifiable 
intangibles and goodwill related to those assets when there are 


indications that the carrying values of those assets may not he 


recoverable. Management believes that the adoption of SFAS No. 121 
in 1996 will not have a material adyerse effect on the Corporation’s 


results of operations or its financial condition taken as a whole. 


Accounts Payable 
Outstanding dralts included in accounts payable were S$ 34+ 


million and $352 million at year-end 1995 and 1994, respectively. 


Leases 

Assets held under capital leases are included in property and 
equipment and are charged to depreciation and interest over the 
life of the lease. Operating leases are not capitalized, and lease 
rentals are expensed. Rent expense on buildings, classified in 
buying and occupancy, includes percentage rents that are based on 
a percentage of retail sales over stated levels. Total rent expense 
was $144 million, $123 million and $100 million in 1995, 1994 
and 1993, respectively. 

Most of the long-term leases include options to renew, with 
terms varying from five to 30 vears. Certain leases also include 
options to purchase the property. 

Future minimum lease payments required under noncancelable 


lease agreements existing at February 3, 1996, were: 


Operating Capital 
Future Minimum Leases Payments Leases Leases 
1996 s 124 g 19 
1997 108 19 
1998 103 Is 
1999 o4 18 
2000 76 17 
After 2000 661 153 
Total future minimum lease payments 1,166 244 
Less: Interest * (524) (127) 
Present value of minimum lease payments 3 642 S117#* 


* Calculated using the interest rate atinception tor cach lease (the weighted average 
interest rate was 95 percent) 


** Includes current portion of $6 million 


Commitments and Contingencies 

Commitments for the future purchase of real estate, construction 
al new facilities, remodeling of existing facilities and other equip- 
ment purchases were approximately $382 million at February 3, 
1996. The Corporation is exposed to claims and litigation arising 
out of the ordinary course of business. Management, alter 
consulting with legal counsel, believes that the currently identi- 
fied claims and litigation will not have a material adverse effect on 
the Corporation's results of operations or its financial condition 


taken as a whole. 
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Consolidated Statements of Cash Flows 
(Milhons of Dollars) 


Operating Activities 
Net earnings $ 311 


Reconciliation to cash flow: 


Depreciation and amortization 594 
Deferred tax provision: (benefit) /expense (6) 
Other noncash items affecting earnings 52 
Changes in operating accounts providing / (requiring) cash: 
Accounts receivable (100) 
Sale of securitized accounts receivable 400 
Merchandise inventories (241) 
Accounts payable 286 
Accrued liabilities (88) 
Income taxes payable (38) 
Other (9) 
Cash Flow Provided by Operations 1,161 
Investing Activities 
Expenditures for property and equipment (1,522) 
Proceeds from disposals of property and equipment 17 
Cash Flow Required for Investing Activities (1,505) 
Net Financing (Requirements) / Sources (344) 
Financing Activities 
Increase / (decrease) in notes payable, net 501 
Additions to long-term debt 150 
Reductions of long-term debt (210) 
Principal payments received on loan to ESOP 57 
Dividends paid (148) 
Other 22 
Cash Flow Provided by/(Used for) Financing Activities 372 
Net Increase /(Decrease) in Cash and Cash Equivalents 28 
Cash and Cash Equivalents at Beginning of Year 147 
Cash and Cash Equivalents at End of Year $ 175 


147 
30 
(17) 


892 


(1,095) 


(1,006) 


$ 


89 


(114) 


247 


(199) 
58 

(144) 

(22) 


(60) 


(174) 
321 


147 


Amounts in these statements are presented on a cash basis and therefore may differ from those shown in other sections of this Annual Report. 
Cash paid for income taxes was $229 million, $292 million and $183 million for 1995, 1994 and 1993, respectively, Cash paid for interest 
(including interest capitalized) was $451 million, $431 million and $441 million for 1995, 1994 and 1993, respectively, 


See Notes to Consolidated Financial Statements contained throughout pages 23-34. 
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Notes to Consolidated Financial Statements 
(Milhons of Dollars, Except Per Share Data) 


Lines of Credit 

At February 3, 1996, two committed credit agreements totaling 
$1.4 billion were available from various lending institutions. 
There were no balances outstanding at any time during the year 
related to these agreements. A fee is paid for the availability under 
these agreements, and the Corporation may borrow at various 


specihed rates. Fees paid under these agreements were $1 million 
in 1995 and 1994, and $2 million in 1993. 


Long-Term Debt and Notes Payable 
At February 3, 1996, $948 million of notes payable were 
outstanding, $840 million of which was classified as long-term 
as it was supported by the Corporation’s committed credit 
agreement that expires in 2000, The remaining $108 million 
of notes payable were classihed as current portion of long-term 
debt and notes payable as it was supported by a short-term 
committed credit agreement. The average amount of notes 
payable outstanding during 1995 was $884 million at a 
weighted-average interest rate of 6.0 percent. 

In 1995, the Corporation issued $150 million of long-term 
debt at 7.5 percent, maturing in 1999. The proceeds from the 
issuance were used for general corporate purposes. 


At year-end, the debt portfolio was as follows: 


February 3, January 28, 


Long-Term Debt and Notes Payable 1996 1995 
Notes payable $ 948 $447 
Notes and debentures: 
Due 1995 1999; weighted-average rate of 8.2% * 490 545 
Due 2000-2004; weighted-average rate of 9.0% 1,037 1,037 
Due 2005. 2009; weighted-average rate of 9.4% 201 201 
Due 2010 2014; weighted average rate of 9.3% 549 549 
Due 2015. 2019; weighted-average rate of 9.5% 514 314 
Due 2020. 2023; weighted-average rate of 8.8% 1,285 1,285 
‘Total long-term debt and notes payable 5,024 4,578 
Capital lease obligations 117 119 
Less: current portion (182) (209) 
Long-term debt and notes payable $4,959 $4,488 


* Refleets the weighted average rate as of February 3, 1996, The weighted-average rate as 


ot January 28, 1995, was 8.8% 


Required principal payments on long-term debt and notes 
payable over the next five years, excluding capital lease obligations, 
are $176 million in 1996, $100 million in 1997, $170 million in 
1998, $152 million in 1999 and $1,228 million in 2000. 


The Corporation has two interest rate swap agreements that 
effectively exchange fixed interest rates for variable interest rates 
on $175 million of long-term debt without the exchange of 
underlying principal, The interest rate swaps are used to manage 
the portfolio mix of fixed- and floating-rate debt, within estab- 
lished parameters. The difference to be paid or received varies as 
short-term interest rates change and is accrued and recognized as 
an adjustment to interest expense. The agreements expire in the 
first quarter 1997, Market risks may arise from the movements in 
interest rates, The Corporation’s credit risk is limited to the fair 
market value of the interest rate swaps. 

Subsequent to year-end, the Corporation issued $300 million 
of long-term debt at 6.4 percent, maturing in 2003. The proceeds 


from the issuance were used for general corporate purposes. 


Fair Value of Financial Instruments 
The carrying amounts and estimated fair values of financial 


instruments were as follows: 


February 3, January 28, 


1996 1995 
Carrying Fair Carrying Fair 
Value Value Value Value 
Financial instruments 
recorded as liabilities: 
Long-term debt and 
notes payable $5,024 $5,460 $4,578 $4,701 
Off-balance sheet financial 
instruments in a (receivable) / 
payable position: 
Interest rate swaps - (3) 7 


The fair value of long-term debt and interest rate swaps 
was estimated using discounted cash flow analysis, based on the 
Corporation's incremental interest rates for similar types of 


financial instruments. 


Consolidated Statements of Shareholders’ Investment 


(Miilrony of Dollars, Except Share Data) 


Convertible Additional 
Preferred Common Paid-in Retained Loan to 

Stock Stock Capital Earnings ESOP ‘Total 
January 30, 1993 $280 $71 $ 58 $2,357 $(200) $2,566 
Consolidated net earnings 375 375 
Dividends declared (140) (140) 
Tax benefit on unallocated preferred stock dividends 6 6 
Conversion of preferred stock and other (7) 6 (1) 
Net reduction in loan to ESOP 39 39 
Stock option activity | ; 4 
January 29, 1994 273 72 73 23592 (161) 2,849 
Consolidated net earnings 434 434 
Dividends declared (144) (144) 
Tax benefit on unallocated preferred stock dividends 6 6 
Conversion of preferred stock and other + 7 1 
Net reduction in loan to ESOP 34 34 
Stock option activity 3 3 
January 28, 1995 277 F2 89 ? $82 (127) 3,193 
Consolidated net earnings 411 311 
Dividends declared (149) (149) 
Tax benefit on unallocated preferred stock dividends 5 5 
Conversion of preferred stock and other (20) 11 (9) 
Net reduction in loan to ESOP 47 47 
Stock option activity 5 5 
February 3, 1996 $257 $72 $110 $3,044 $(80) $3,403 


Common Stock 
Authorized 500,000,000 shares, $1.00 par value; 71,964,840 shares issued and outstanding at February 3, 1996; 71,690, 360 shares 


issued and outstanding at January 28, 1995. 


Preferred Stock 

Authorized 5,000,000 shares; Series B ESOP Convertible Preferred Stock $.01 par value, 401,494 shares issued and outstanding at 
February 3, 1996; 416,675 shares issued and outstanding at January 28, 1995, Each share converts into 10 shares of the Corporation's 
common stock, has voting rights equal to the equivalent number of common shares and is entitled to cumulative annual dividends ol 


$56.20. Under certain circumstances, the shares mav be redeemed at the clection of the Corporation or the ESOP. 


Junior Preferred Stock Rights 

The Corporation declared a distribution of shares of preferred share purchase rights in 1986, Terms of the plan provide lor a distribution 
of one preferred share purchase right for each outstanding share of the Corporation's common stock. Each right will entitle share 
holders to buy one-hundredth of a share of a new series of junior participating preferred stock at an exercise price of $150, subject to 
adjustment. The rights will be exercisable only if a person or group acquires ownership of 20 percent or more of the Corporation's 


common stock or announces a tender offer to acquire 30 percent or more of the common stock. 


See Notes to Consolidated Financial Statements contained throughout pages 23-34. 
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Notes to Consolidated Financial Statements 


Ahihens of Dellars, Except Per Shure Data) 


Stock Option Plan 
The Corporation has a stock option plan for key emplovees, 
Options have included Inventive Stock Options, Non-Qualitied 
Stock Options or a combination of the two. A majority of the 
options contain a vesting schedule so that 12 months alter the 
grant date 25 percent of the options become exercisable, with 
another 25 percent vesting after cach succeeding 12 months. 
These options are cumulatively exercisable and expire no later 
than 10 vears alter the date of the grant, In 1995, the Corporation 
adopted a non-qualified stock option plan for nonemployee 
members of its Board of Directors, Such stock option grants 
hecome exercisable alter one year and expire no later than 10 
years from the date of the grant, Stock options are awarded at fair 
market value on the grant date. When exercised, proceeds are 
credited to sharcholders’ investment and no expense is incurred. 

The Corporation has a performance share and restricted 
stock award plan for key employees. Performance shares are 
earned to the extent that certain financial goals are met aver a 
four-year period. Perlormance shares and restricted stock 
awards are placed in escrow until retirement, subject to certain 
further restrictions. 

The Corporation follows the guidance in Accounting Principles 
Board ¢ Ypinion No, 25, “Accounting for Stock Issued to Emplovees” 


and related Interpretations to aecount for its stock-hased plans. 


Options, Performance Shares and 
Restricted Stock Awards Outstanding 


Options 


Number Prive Shares Pertorm- Restricted 

of Per bwer ance Stack 

Shares Share cisahle Shares Awards 

Jan. 4, 1994 LIS#hADS $40.25.975.50 590,807 207,758 

Granted WS52Q68 63.23- 83.25 
Canceled (1o.8567 0 33.00 78.00 
I xerersed (7008) 30.95. 75.50 

Jan, 29) 1994 L, 272821 30.25- 83.25 654,624 247.689 40 444 
Granted OWS F531 726 
Canceled (69.538) 59ST 78.00 
Exercised (78.16%) 3095-7800 

Jan, 28, 1995 1,426,000 W125- 33.25 837,723 247.956 43.562 
Granted $97 459 66.48 74.50 
Canceled (44,730) 349.81. F800 
Lxercised (127,586) 30.25 65.75 

Feb. 3, 1996 1,661,143 $30.25-$83.25 895,315 267,901 59,873 

The number of shares of unissued common stock reserved 


for future grants under the stock option plans were 2,543,805 
at February 3, 1996, and 2,961,931 at January 28, 1995, 


TL Dorn Minkares 


Pension Plans 

The Corporation has three defined benefit pension plans that 
cover all emplovees who meet certain requirements of age, length 
ol service and hours worked per year. The benefits provided are 
based upon years of service and the employee's compensation. 
Contributions to the pension plans, which are made solely by the 
Corporation, are determined by an outside actuarial firm. To 
compute net pension cost, the actuarial firm estimates the total 
benefits that will ultimately be paid to eligible employees and 
then allocates these costs to service periods, The period over 
which unrecognized pension costs and credits are amortized, 
including prior service costs and actuarial gains and losses, is 
based on the remaining service period for those employees 


expected to receive pension benefits, 


Net Pension Expense 1995 1994 1993 
Service cost-benefits earned during the period $21 $25 § 22 
Interest cost.on projected benelit obligation 35 44 32 
Return on assets. current (87) (10) (50) 
deferred 47 (26) 14 

Total $16 & 32 $18 
Actuarial Assumptions 1995 1994 1993 
Discount rate TA% 8h % 7 
Expected long-term rate of 

return on plans’ assets 9 9 9 
Average assumed rate of 

compensation increase EVA 5 5 


December 31, 


Funded Status 1995 1994 
Actuarial present value of 

Vested benelit obligation $412 $442 

Accumulated benefit obligation 438 364 

Projected benefit obligation 503 425 
Fair market value of plans’ assets* 518 435 
Plans’ assets in excess of projected 

benefit obligation 15 10 
Unrecognized prior service cost 2 3 
Unrecognized net actuarial loss 21 8 
Prepaid pension asset $ 38 & 41 


* Plans’ assets consist primarily of equity and fixed eome securities 


Notes to Consolidated Financial Statements 


(Millions of Dollars, Except Per Share Data) 


Employee Stock Ownership Plan 

The Corporation sponsors a defined contribution employee 
benefit plan, Employees who meet certain eligibility require- 
ments of age, length of service and hours worked per year can 
participate in the plan by investing up to 15 percent of their 
compensation, The Corporation's match equals 100 percent of 
each employee's contribution up to 5 percent of each participant's 
total compensation, within ERISA limits. The Corporation's 
contribution to the plan is invested in the ESOP, 

In 1989, the Corporation lent $379 million to the ESOP at a 
9 percent interest rate. Proceeds from the loan were used by the 
ESOP to purchase 438,353 shares of Series B ESOP Convertible 
Preferred Stock of the Corporation. The original issue value of 
the ESOP preferred stock of $864.60 per share is guaranteed by 
the Corporation. 

The Corporation's contributions to the ESOP, plus dividends 
paid on all preferred stock held by the ESOP, are used to 
repay the loan principal and interest. Cash contributed by the 
Corporation to the ESOP was $45 million in 1995, $50 million 
in 1994 and $61 million in 1993. Dividends earned on shares 
held by the ESOP were $23 million in 1995 and $24 million 
each in 1994 and 1993. The dividends on allocated preferred 
stock are paid to participants’ accounts in additional shares 
of preferred stock. Benefits expense, calculated based on 
the shares allocated method, was $39 million in 1995 and 
$33 million in 1994 and 1993, 

Upon a participant's termination, the Corporation is required 
to exchange at fair value each share of preferred stock for 10 shares 
of common stock and cash, if any. At February 3, 1996, 280,512 
shares of the ESOP preferred stock were allocated to participants 
and had a fair value of $273 million. 

The convertible preferred stock and related loan to ESOP are 
classified as Shareholders’ Investment to the extent the preferred 
stock is permanent equity. The remaining convertible preferred 
stock of $90 million, net of the related loan to ESOP of $28 
million at February 3, 1996, represents the Corporation’s 
maximum cash obligation at year-end, measured by the market 
value difference between the preferred stock and common stock, 


and is excluded from Shareholders’ Investment. 
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Postretirement Health Care Benefits 

Certain health care benefits are provided for retired employees. 
Employees eligible for retirement become eligible for these bene- 
fits if they meet minimum age and service requirements and 
agree to contribute a portion of the cost. The Corporation has the 


right to modify or terminate these benefits. 


Accumulated Postretirement December 31, 


Benefit Obligation 1995 1994 
Retirees $ SI $ 47 
Fully eligible active plan participants 18 22 
Other active plan participants l 10 
Prior service cost (4) (5) 
Unrecognized gain 27 29 
Total $103 $103 
Net Periodic Cost 1995 1994 1993 
Service cost — benefits earned 

during the period $1 $2 $1 
Interest cost on accumulated benefits 5 6 8 
Total $6 $8 $9 


An increase in the cost of covered health care benefits of 
7% percent is assumed for fiscal 1996. The rate is assumed to 
decrease incrementally to 6 percent in the year 2000 and remain 
at that level thereafter. The health care cost trend rate assumption 
has a significant effect on the amounts reported. For example, a 
1 percent increase in the health care trend rate would increase 
the accumulated postretirement benefit obligation by $5 million 
at February 3, 1996, and the net periodic cost by $.5 million for 
the year, The discount rate used in determining the accumulated 
postretirement benefit obligation was 7% percent for 1995, 
8% percent for 1994 and 7% percent for 1993. 


rperration und Nubsidfarn 


Notes to Consolidated Financial Statements 
(Millions of Dollars, Except Per Share Data) 


Credit Card Subsidiary 
Retailers National Bank (the Bank), a national credit-card bank 
and a wholly owned subsidiary, was chartered on January 7, 
1994, The Bank issues and services the proprietary credit cards of 
the Corporation’s operating divisions. At inception, the Bank 
acquired the outstanding accounts receivable of Target and DSD 
and acquired the outstanding accounts receivable of Mervyn's in 
1994, In its Statement of Financial Position at January 28, 1995, 
the Bank reflected the accounts receivable retained after the sale 
of 80 percent of the accounts receivable to a wholly owned 
subsidiary of the Corporation (the Affiliate). 

In September 1995, the Bank transferred its remaining 
20 percent undivided interest to the Affiliate and concurrently 
purchased a 5 percent undivided interest in the accounts receivy- 
able of a newly formed trust, created in connection with the 
securitization transaction. The Bank continues to service all of 


the accounts receivable on behalf of the trust. The accounts 


Quarterly Results (Unaudited) 


receivable and all related income and expenses of the Bank and 
the Affiliate are included in each operating division's results. 

Net earnings for the Bank on a stand-alone basis, before 
intercompany eliminations, were $34 million and $69 million 
in 1995 and 1994, respectively, and were not material in 1993. 
The following are condensed statements of financial position 
for the Bank. 


February 3, January 28, 


Condensed Statements of Financial Position 1996 1995 
Assets: 

Accounts receivable, net $. 91 $346 

Other assets 20 43 
Total $111 $389 
Liabilities and investment: 

Liabilities, principally note payable 

due to the Corporation $ 89 $207 

Investment of the Corporation 22 182 

Total $111 §389 


The same accounting policies are followed in preparing quarterly financial data as are followed in preparing annual data, Costs directly 


associated with revenues, such as cost of retail sales and percentage rent on leased stores, are allocated based on revenues. Certain other 


costs not directly associated with revenues, such as benefit plan expenses and real estate taxes, are allocated evenly throughout the year. 


The table below summarizes results by quarter for 1995 and 1994: 


First Quarter 


1995 1994 1995 
Revenues $4,757 $4,465 $5,236 
Gross Profit (a) $1,253 $1,212 $1,340 
Net Earnings Ss di $ 39 $ 28 
Primary Earnings Per Share (b) $ .10 $48 $ .32 
Fully Diluted Earnings Per Share (b) % .10 $ 47 = 32 
Dividends Declared Per Share $ .44 $ $ .44 
Common Stock Price (c) 
High $ 74% 8 79 $ 78% 
Low 65% 65% 64%: 


Second Quarter 


Third Quarter _ Fourth Quarter Total Year 
1994 1995 1994 1995 1994 1995 1994 

$4,802 $5,573 $5,046 $7,950 $6,998 $23,516 $21,311 
$1,283 $1,460 $1,351 $1,936 $1,829 $ 5,989 35.675 
$ 49 $ 44 & 67 $ 228 $ 279 s, sii S 434 
$ .62 $ .54 $ .86 $ 3.08 $ 3.81 $ 4.03 a Pe 
$ .61 § 83 $ .83 $ 2.94 $ 3.62 $ 3.89 & 5.52 
$ .42 $ .44 ¢ #2 $ .44 $ 42 $ 1.76 5 1.68 
$ 83% $ 79% $s %6 77% § S84 9K § 86 

76\ 69% 73% 68% 67 644 65). 


(a) Gross profit is revenues less cost of retail sales, buying and occupancy. The LIFO provision, included in gross profit, is adjusted each quarter for 


estimated changes in year-end inventory levels, markup rates and internally generated retail price indices. A final adjustment is recorded in the 


fourth quarter for the difference between the prior quarters’ estimates and the actual total year LIFO provision, 


(b) Earnings per share are computed independently for each of the quarters presented, The sum of the quarters may not equal the total year amount 


due to the impact of changes in average quarterly shares outstanding. 


(c) The Corporation's common stock is listed on the New York Stock Exchange and Pacific Stock Exchange, At March 21, 1996, there were 10,830 
shareholders of record and the common stock price was $85.88 per share. 
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Report of Independent Auditors 
Board of Directors and Shareholders 
Dayton Hudson Corporation 

We have audited the accompanying consolidated statements of 
financial position of Dayton Hudson Corporation and subsidiaries 
as of February 3, 1996, and January 28, 1995, and the related 
consolidated results of operations, cash flows and shareholders’ 
investment for cach of the three vears in the period ended 
February 3, 1996. These financial statements are the responsibility 
of the Corporation’s management. Our responsibility is to express 
an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 


evidence supporting the amounts and disclosures in the financial 


Report of Management 

Management is responsible for the consistency, integrity and presentation of 

the information in the Annual Report. The consolidated financial statements and 
other information presented in this Annual Report have been prepared in 
accordance with generally accepted accounting principles and include necessary 
judgments and estimates by management, 

To fulfill our responsibility, we maintain comprehensive systems of internal 
control designed to provide reasonable assurance that assets are safeguarded 
and transactions are executed in accordance with established procedures, The 
concept of reasonable assurance is based upon a recognition that the cast of 
the control should not exceed the benefit derived. We believe our systems 
of internal control provide this reasonable assurance. 

The Board of Directors exercises its oversight role with respect to 
the Corporation’s systems of internal control primarily through its Audit 
Committee, which is composed of five independent directors, The Committee 
oversees the Corporation's systems of internal control, accounting prachices, 
financial reporting and audits to ensure their quality, integrity and objectivity 
are sufficient to protect shareholders’ investments. The Committee's report 
appears on this page. 

In addition, our consolidated financial statements have been audited by 


Ernst & Young LLP, independent auditors, whose report also appears on this 


Report of Audit Committee 


The Audit Committee met three times during fiscal 1995 to review the overall 
audit scope, plans for internal and independent audits, the Corporation's 
systems of internal control, emerging accounting issues, officer and director 
expenses, audit fees and retirement plans. The Committee also met individually 
with the internal auditors and independent auditors, without management 
present, to discuss the results of their audits. The Committee encourages the 


internal and independent auditors to communicate closely with the Committee 


statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation, We 
believe that our audits provide a reasonable basis for our opinion, 
In our opinion, the financial statements referred to above 
present fairly, in all material respects, the consolidated financial 
position of Dayton Hudson Corporation and subsidiaries at 
February 3, 1996, and January 28, 1995, and the consolidated 
results of their operations and their cash flows for each of the 
three years in the period ended February 3, 1996, in conformity 


with generally accepted accounting principles. 


Garnet + 


Minneapolis, Minnesota 
March 13, 1996 


LLP 


page, Asa part of its audit, Ernst & Young LLP develops and maintains an 
understanding of the Corporation’s internal accounting controls and conducts 
such tests and employs such prot cedures as it Considers necessary to render tts 
opinion on the consolidated financial statements. Their report expresses an 
opinion as to the fair presentation, in all material respects, of the consolidated 
financial statements and iy based on independent audits made in accordance with 


generally accepted auditing standards 


Ct lhk Nhe Ont 


Robert J Ulrich 


Chairman of the Board and 


Douglas A Scowanner 
Senior View President and 


Chiel Executive Oflicer Chiet Financial theer 


JoAnn Bogdan 
Controller and 


Chict Accounting Officer 


March 13, 1996 


Audit Committee results were reported to the full Board at Directors 
and the Corporation's annual financial statements were resis wed and approved 
by the Board before issuance, The Audit Committee alse recommuendedt te the 
Board of Directors that the independent auditors he reappomted tor tiscal 1996, 


subject to the approval of the shareholders at the annual meeting 


March 13, 1996 
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Income Statement Data 
Revenues 
Cost of retail sales, 
buying and oeeupancy 
Selling, publicity and administrative 
Depreciatic m and amortization 
Interest expense, net 
Earnings from continuing operations 
before income taxes 
Income taxes 
Net earnings: Continuing (by 


Consolidated voy 


Financial Position Data 
Working r apital 

Property and equipment, net 
‘Total assets 

Long term debt and notes payable 


Shareholders’ investment 


Per Common Share Data 
Fully diluted net earnings per share: 
Continuing ib) 


Consolidated (i) 
Cash dividend declared 
Market price high 
Market price — low 
Market price 


Common shareholders’ investment 


year-end close 


Other Data 
Average common shares 
outstanding dnillions) 


Fully diluted average common shares 
outstanding (millions) 

Capital expenditures 

Number af stores; Target 

Mervyn's 

DsSD 

lotal Stores 

Fatal retail square footage (thousands) 


Number of employees 


Summary Financial and Operating Data 


19950) 


23,516 


2 


17,527 


4,043 


594 
442 


PIAA WH 


AAA SK 
— 
& 


PIP AIA AV 
_— 
= 
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1,029 
109,091 
214,000 


Otis of Dollars, Fxcopr Per Shitre Dutat 


1994 


A181 1 


15,636 
3,614 
548 
426 


714 
280 


434 
434 


1,569 
6,385 
11,697 
4488 
3,193 


wr 
wow 
'~ 


42.45 


71.6 


76.3 
1,095 
ot) 
286 

63 

960) 
101163 
194.000 


199 3 


19,234 


}4, 16+ 
3,158 
515 


+4o 


607 


1,436 
5,947 
10,778 
4,279 


2,849 


Tot 
978 

554 

276 

3 

S93 
93,947 
174,000 


17,927 
13,129 
2,% 1 
+76 
437 


611 
27x 
383 
383 


1,450 
5,563 
10,337 
4,330 
2,566 


4.82 
4,82 


1.54 


719" 


39 
aa 
14.83 


73.9 
938 
506 
265 

63 

R34 
87,362 
170,000 


199] 


16,115 


770 
80,309 
168,000 


1990 


14,739 


10,652 
2.478 
369 


325 


659 
249 
+12 
412 


1,236 
4,525 
8,524 
3,682 
2,067 


wu 
ly 


73,769 
161 000 


}9R9M) 


13,644 


9.890) 
2,264 
315 


267 


678 
268 


410 
410 


a2 
4529 
6.054 
2,510 


Lass 


73.9 


76.6 
403 
349 

2?) 

7 

637 
63,191 
144,000 


1988 1987 
12,204 10,677 
8.980, 7,950 
2,038 1,769 
291) 33) 
718 152 
47) 4Qy 
183 71 
287 228 
a7 238 
978 909 


3,486 4,106 


6,523 6,076 
2,383 |.819 
|,861 1.986 
3,45 > 41 
3.45 2.4) 
1.04! 4 
45 43 

3) Pay | 
42) 3-4 
23,97 23.15 
83.3 94.8 
83.3 94.8 
681 839 
y+] HR 
313 199) 
37 7 

591 353 
38,596 = 33,028 
128,000 | 134,000 


The Summary Financial and Operating Data should be read in conjunction with the Notes to Consolidated Financial Statements contained throughout pages 24 34 


(a) Consisted ab 33 works 


(b) Includes caomlinse income cleat of two accounting «hanges, net, ol $2 million (8 08 per sharey in 1990. Bolore extraordinary itera mn 1986 


w 
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a5 9 
941 
2-46 
175 

17 

+58 
45,8) 
111,000 


4) Includes 1986 gain onsale of BL Dalton Bookseller af $83 onlhon (8 88 per sharey ancl extraordinary charge of $42 million (8 44 per share) related! te adebt repurchase 


Also tor [985 


1986 tic ludes discontinued operations of B, Dalton Bookseller. 
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37 

41 
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Since our first store opened its 
doors, we have made a commitment 
to be involved in strengthening our 
communities and positively impacting 


the lives of our guests, team members 


iving Back to our 
Communities. 


and all community citizens. In 
1996, we will celebrate 50 years 
of investing 5 percent of our feder- 
ally taxable income in our store 
communities. No other retailer 
has this tradition of community 
involyement 

In 1995, the giving budget for 
our three operating divisions and 
the Dayton Hudson Foundation 
totaled nearly $37 million, which 
included $2.8 million in corporate 
contributions to 285 United Way 
organizations in 34 states, 
Employees added another 
$10.5 million, bringing the total 
1995 contribution to the United 
Way by Dayton Hudson and its 
employees to $13.3 million, 
In addition to our grant 
making, our operating divi 
sions contribute to a wide 
variety of Spec ial programs that make 
a difference in our communities, such 
as PJ. Hugyabee, the plush bear that 


benefits needy children, 


Social Action Giving Our focus is on 
programs and projects that strengthen 
families, promote the economic 
independence of individuals or enabl 
Ne ighborho« vs to respon to key social 
and economie conc erns. For the third 
consecutive vear, Mervy n's 


helped clothe nearly 20,000 


children during their back-to-school 
ChildSpree shopping event, which 
helps families that cannot otherwise 


atlord new clothes tor their children 
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Arts Giving (ur goal iS LO Invest in 
programs and projects that 
strengthen artistic excellence 
and increase access to the arts 
in our Communities nation 
wide. In Los Angeles, 


Jarget and Mervyn's have 
teamed up as an “Arts 
Partner” with the « ity’s cultural 
affairs department to preserve two 
rf ommunity arts centers, 

Education Giving An incrcasing]) 
important part ol our community 
work involves education, In 

1995, Target offered more than 

$1.5 million in s¢ holarships lo 

high school seniors who demon 
strated personal achievement 
through acommitment to educa 


tion, community volunteer service 


and close family involvement. 


Employee Volunteerism ur team 

members and their familics also give 

back to their communities with the 

gift of their time. In Detroit, more 

than 600 Hudson's, Target and 
Mervyn's employees joined together 
to take part in the annual “Paint the 
Town” ¢ ampaign, restoring 14 homes 
of senior citizens, low-income and 
disabled residents 


Our commitment to communities 


isan important part of who we are. 


Directors and Management 


Directors 


Rand V. Araskog, 64 
Chairman and 

Chief Executive Officer, 
ITT Corporation 
(diversified multinational 
company) (1) (3) (5) 


Livio D. DeSimone, 59 
Chairman and 

Chief Executive Officer, 
3M 

(diversified manufacturer) 


(1) (2) (5) (6) 


. Roger A. Enrico, 51 
(Chief Executive Officer, 
»PepsiCo, Inc. 

(Momestic and international 
b everage and food business) 


(1) (3) (5) 


William W. George, 53 
President and 

Chief Executive Officer, 
Medtronic, Inc. 
(therapeutic medical device 


company) (1) (2) (4) 


Roger L. Hale, 61 

Vice Chairman, 

Executive Committee, 
Dayton Hudson Corporation 
President and 

Chief Executive Officer, 
TENNANT 

(industrial equipment 
manufacturer) (1) (3) (5) (6) 


Betty Ruth Hollander, 66 
Chairman and 

Chief Executive Officer, 
Omega Technologies, Inc. 
(manufacturer of scientific 
measurement and control 
devices and systems, technical 


publishing, and industrial and 
commercial real estate 


development) (1) (3) (4) 


Michele J. Hooper, 44 
Corporate Vice President, 
International Businesses, 
Caremark International, Inc. 
(health care company) 


(1) (2) (5) 


James A. Johnson, 52 
Chairman and 

Chief Executive Officer, 
Fannie Mae 

(financial services company) (1) 


Mary Patterson McPherson, 60 
President, 

Bryn Mawr College 

(institute for higher learning) 


(1) (2) (4) (6) 


Solomon D. Trujillo, 44 
President and 

Chief Executive Officer, 

US WEST Communications 
Group, Inc. 

(regional telecommunication 
services company) (1) (3) (4) 


Robert J. Ulrich, 52 
Chairman and 

Chief Executive Officer, 
Dayton Hudson Corporation 
and Target (1) 


John R. Walter, 49 
Chairman and 

Chief Executive Officer, 

R. R. Donnelley & Sons 
Company 

(printing and printing services) 
(1) (2) (4) (6) 


(1) Executive Committee 

(2) Audit Committee 

(3) Compensation Committee 

(4) Corporate Responsibility 
Committee 

(5) Finance Committee 

(6) Nominating Committee 


Officers 


Robert J. Ulrich**, 52 
Chairman and 

Chief Executive Officer, 
Dayton Hudson Corporation 
and Target 


Kenneth B. Woodrow**, 51 
President, Target 


Larry V. Gilpin**, 52 
Executive Vice President, 
Team, Guest and 
Community Relations, Target 


Robert G. McMahon**, 47 
Senior Vice President, 
Property Development, Target 


John E. Pellegrene**, 59 
Executive Vice President, 


Marketing, Target 


Gregg W. Steinhafel**, 41 
Executive Vice President, 
Merchandising, Target 


Paul W. Sauser**, 48 
President and Chief Operating 
Officer, Mervyn's 


Raj Joneja**, 48 
Executive Vice President, 
Merchandising, Mervyn's 


Linda L. Ahlers**, 45 
President, 
Department Store Division 


James T. Hale**, 55 

Senior Vice President, General 
Counsel and Secretary, 
Dayton Hudson Corporation 


Douglas A. Scovanner**, 40 
Senior Vice President and 
Chief Financial Officer, 


Dayton Hudson Corporation 


Vivian M. Stephenson**, 58 
Senior Vice President and 
Chief Information Officer, 
Dayton Hudson Corporation 


Gerald L. Storch**, 39 
Senior Vice President, 
Strategic Planning, 

Dayton Hudson Corporation 


Edwin H. Wingate**, 63 
Senior Vice President, 
Personnel, 

Dayton Hudson Corporation 


JoAnn Bogdan*, 43 
Controller and Chief 
Accounting Officer, 

Dayton Hudson Corporation 


Gail J. Dorn, 33 

Vice President, 
Communications, 

Dayton Hudson Corporation 


L. Fred Hamacher, 57 

Vice President, 
Compensation and Benefits, 
Dayton Hudson Corporation 


William E. Harder, 63 

Vice President, Law, 

Deputy General Counsel 
and Assistant Secretary, 
Dayton Hudson Corporation 


William P. Hise, 59 
Assistant Secretary, 
Dayton Hudson Corporation 


Stephen C. Kowalke, 38 
Treasurer, 
Dayton Hudson Corporation 


Jack N. Reif, 48 
Assistant Treasurer, 
Dayton Hudson Corporation 


* Executive Officer 
Corporate Operating 
Committee Member 


Dayton Hudson Corporation 
Corporate Offices: 777 Nicollet Mall 
Minneapolis, Minnesota 55402 
(612)370-6948 


Annual Meeting 

The Annual Meeting of Shareholders 
is scheduled for May 22, 1996, at 
9:30 a.m. CDT at The Children’s 
Theatre, 2400 Third Avenue South, 


Minneapolis, Minnesota. 


10-K Report 

A copy of the Form 10-K Annual 
Report, filed with the Securities and 
Exchange Commission for Dayton 
Hudson's fiscal year ended February 3, 
1996, is available at no charge to 
shareholders. Write to Director, 
Investor Relations, at the Dayton 
Hudson corporate offices, 

777 Nicollet Mall, Minneapolis, 
Minnesota 55402. 


Quarterly Shareholder Information 

A copy of the quarterly earnings news 
release and/or the 10-Q, filed each 
quarter with the Securities and 
Exchange Commission, is available at 
no charge to shareholders, To obtain 

a copy of the current quarter's results, 
you may call 612-370-6736 or write 
to Director, Investor Relations, 
Dayton Hudson Corporation, 

777 Nicollet Mall, Minneapolis, 
Minnesota 55402. 


Dividend Reinvestment Plan 

The dividend reinvestment plan is a 
convenient way for Dayton Hudson 
shareholders to acquire additional 
shares of the Corporation’s common 
stock through automatic dividend 
reinvestment or voluntary cash 
purchase. All registered holders of 
Dayton Hudson common stock may 
participate. For more information, 
write to First Chicago Trust Company 
of New York, P.O. Box 2500, 

Jersey City, NJ 07303-2500, or 

call 1-800-317-4445. 


Transfer Agent, Registrar and 
Dividend Disbursing Agent 
First Chicago Trust Company 
of New York 


Trustee, Employee Savings (401k) 
and Pension Plans 


First Trust National Association 


Stock Exchange Listings 
(Trading symbol DH) 

New York Stock Exchange and 
Pacific Stock Exchange 


Shareholder Assistance 

For assistance regarding individual 
stock records, lost certificates, name 
or address changes, dividend or tax 
questions, write to First Chicago 
Trust Company of New York, 

P. O. Box 2500, Jersey City, NJ 
07303-2500, or call 1-800-317-4445. 
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